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PREFACE. 


My aim in thii little book has been to explain with the 
utmost clearness the main principles upon which Life 
Assurance is based. Something like twenty-five millions 
are paid by Policy-holders to British Insurance Companies 
alone every year, while the Policies in force at the present 
time amount to nearly seven hundml million sterling. 
But it is probable that these figui-es, largo as they seem, 
would have been considerably larger if the public had a 
fuller knowledge of the basis of Life Assurance and a keener 
appreciation of the great l^enefits assurance can offer, and of 
the inherently strong position of most Insurance Companies. 

With a view to making accessible such knowledge as 
is too frequently lacking, the following pages have been 
written. In the earlier chapters questions of Mortality and 
Interest have been dealt with, showing how premiums for 
assurance can be ascertained, and illustrating by concrete 
examples how the premiums arrived at suffice to meet the 
liabilities incurred. In the course of these explanations it 
is natural to deal with the question of reserves, and to 
state the reasons why Assessment Insurance cannot be a 
permanent success. 

Sources of surplus are next dealt with and clearly 
illustrated by means of a few simple tables of a novel char* 
acter. Various methods in accordance with which the 
surplus is distributed to Policy-holders are then described ; 
mention is next made of the different kinds of Policiet that 
are issued, the principles up<m which they are based, and 
the specif circumstances they are designed to meet. 
After describing the chief matters to which attention should 
|Niid i]|^ the selection of an office, practical hints are 
as to' the way in<« which Assurance may be ejected. 
B9|wenoe is made to such points as medmal examina*. 

i>roof of age, the necessity of full and^correct rei^ 
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to the questions contained on the application forms, the 
settlement and assignment of Policies, and the principal 
Policy conditions ; regulations as to female risks, invalid 
lives, foreign' residence and travel, the mode of procedure 
in regard to pi'oofs of death and settlement of clainjj^ and 
ihany other points which are familiar matters to the insur- 
ance man, but sources of difficulty to the uninitiated, are 
clearly explained. 

No knowledge of mathematics is required for the com- 
plete comprehension of the Avhole of the book. Nothing is 
needed beyond the most simple arithmetic, accompanied by 
a little care and attention in reading; while those who 
do not care for a short explanation of the piinciples of 
Assurance may hnd the practical chapters, from “the choice 
of a policy ” to the end of the book, of some interest. 

Throughout the entire lx>ok no mention is made of 
individual companies, but in the Appendix the Offices 
themselves have been invited to make short statements of 
the principal points they wish to bring before the notice of 
the insuring public. For the statements in this Appendix 
I do not hold myself liable, each company being alone 
responsible for the statements made in regard to it. The 
reason for taking this course was that the book might 
be of as ranch service as possible to the insuring public. 
Hence it is written in an entii-ely impartial manner, and in 
no way advocates the claims of any particular Company or 
class of Companies. The only departure from this principle, 
if departure it may be called, is the statement that 1 have 
no belief in Assessment Companies, and consequently no 
sucli Offices have been given the opportunity to state their 
case in the Appendix. 

I make no apology for publishing another book, for 1 
feel con|ident that su^ a work as this is wanted and does 
not exist. I trust itiiat it may prove of considerable 
service to a large number of the and possibly to 

some of my many friends in the instiranee wMo so w^. 




MOBTALITY. 

NK\nr.Y every policy issued by a Life Assuniuco Company 
IS dependent upon tlie duration of the life or lives assured, 
and before it is possible for a company to know how much 
it must receive in considmatioii of undei taking to pay a 
given amount at death, it is necessary for the company to 
know at what time the lives upon whose deaths the pay- 
ments depend will cease. This information is obtained 
from Mortality Tables which are based upon obsi'rvations 
on large numbers of lives, and locord the numbers living^ 
and dying at each age. 

The most usual Mortality Tables employed in Great 
Britain are those compiled by tho Institute of Actuaries, 
and which arc known as tho Healthy Males Table (usually 
written H“'), Healthy Fetniles (H^), Healthy Males hnd 
Females and the Healthy Males Table excluding 

from observation the first five yoare of assurance (H"‘<*^). 
These tables are based upon the exp^ence of twenty Life 
Assurance Companies, and for the present are the most 
satisfactory tahfos for all ordinary assurance transactions. 

are, however, otW Mortality Tables which have 
la^l^UMd in U|| and are still employed for 
^H^^srposee^ ^4)06 of^e most is^rtant is tim 
nftimmTiihlf nnblisW cmtIv in this ennHi— which Si4i 
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based upon the experience of the city of Carlisle; it is 
still used to a certain extent in dealing with annuities. 
Another table of much importance 'in connection with 
Industrial Assurance is the English Life Table No. 3, 
based upon the return of the two censuses of 184f and 
1861, embracing 50,000,000 of persons living and 6,500,000 
deaths. 

The fundamental facts which a Mortality Table supplies 
us with are the numbers living at each age from the earliest 
to the latest year included in the table, and the numbers 
dying in each year. From the.se two series of facts all the 
information in regard to mortality that is required for Life 
f Assurance can bo obtained. Let us suppose now that there 
are 10,000 people, all at the age of 40, who wish to 
arrange for a payment of XI 00 to the executors of such of 
tliem as may die before reaching the age of 41. The Mor- 
telity Table informs us that 103 of these people will die 
during the year, and as the death of each person involves 
the payment of XI 00, the sum of XI 0,300 will be required 
to meet the claims arising out of these 103 deaths. It is 
therefore necassary for each of the 10,000 pereons to 
pay XI *03, or XI Os. 7d., in order to secure the payment of 
XI 00 to their executors, should death occur within the 
year. This leaves out of account any benefits that may be 
obtallned by interest earned upon the XI 0,300 before being 
required for the payment of the claims, and takes no notibe 
of the necessary expense of transacting the business, but it 
shows clearly the use of the Mortality Table. If we had 
|io experience to guide us as ^ the number of people who 
would die within the year, we might eit4er charge too 
large an amount for tHe assurance^ or^we might ofaaigft|^ 
BinaU a sum, and not have enoij^ avmlahle to 
tho daims when they becam^ due. Indtanoa 

the X10O is the sum asoxed. ili6jSl*0l wdl to 
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secure the sum assured in the event of death is called 
the prenjium, and a policy d£ this nature is called a Terpn 
Policy for one yeai*. The premiums paid bf thosehvho did 
not die wore used in paying the claims Arising from titt 
deatts that occurred, and the value received by tha |uf 
vivors for the premiums of was the certainty of their 
heirs receiving .;6100 should the assured dift Had the livei 
to be insured for one year been aged 18 instead of 40, a 
premium of about 10s. in each case would have been 
sufficient, because only 48 out of the 10,000 would 
have died instead of 103, while had the lives been 54 
years of age, a premium of about £2 would have been* 
necessary, because 197 deaths would have occurred durin| 
the year. 

This makes it apparent that it would be possible to 
arrange for assurance to be ejected at a premium that 
would increase year by year as the life assured grew oldliaRl^, 
This system, however, involves premiums at the older agee 
that are so high as to practically prohibit most people from 
undertaking to pay them. It is therefore found convenient 
in the great majority of cases to pay at the commencement 
a higher rate than is required for a single year, in order 
that the payments later on in life may be less than the 
premium required for a single year. Tlie amounts paid in 
excess of that required to meet tho claims of each fear, 
together with the interest upon them, provides a fund that 
makes up for the deficiency that would otherwise occur 
through the premiums paid at the later ages being le^ 
than the amount required 'to meet the claims arisio 
from deaths at these older ages. . 
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329 

99-6681 

-.3319 

48 733 

12 

13 

98 784 

288 

99 7085 

*2915 

47 893 

13 

11 

08 496 

272 

99-7238 

■2762 

47 032 

14 

15 

98 221 

282 

99-7129 

*2871 

46161 

15 

10 

97 042 

318 

99-6753 

*3217 

45*292 

16 

17 

97 624 

379 

99 6118 

*3882 

44 438 

17 

18 

97 245 

166 

99 5208 

*4792 

4.3 609 

18 

10 

96 779 

556 

99-4255 

*5715 

42 817 

19 

20 

96 223 

609 

99 3671 

*63-20 

42*061 

20 

21 

95 614 

643 

99.3275 

*6725 

41.3-26 

21 

22 

94 971 

6.50 

99 .31.56 

*6814 

40603 

22 

23 

94 321 

6.18 

99-.3238 

*6764 

39 879 

23 

24 

93 683 

622 

99 3361 

*6639 

39-147 

24 

25 

03 061 

617 

99-.^370 

*6630 

38 405 

2.5 

20 

92 444 

618 

99-,3315 

*6685 

37 658 

26 

J7 

91826 

631 

99-3096 

*6904 

36-908 

27 

>8 

91 192 

654 

99-2828 

*7172 

36162 

28 

» 

90 5.18 

673 

99-2567 

•7433 

35 419 

29 

K) 

89 865 

694 

99*2277 

1 *7723 

.34-681 

1 30 

11 

89171 

706 

99-2083 

*7917 

33 016 

31 

12 

88 465 

717 

99 1895 

*8105 

33 213 

32 

3 

87 748 

727 

99-1715 

*8285 

62 481 

3) 

1 

87 021 

740 

99-1496 

*8504 

31-748 

31 

5 

86 281 

757 


*8774 

31 016 

35 

3 

85 524 

779 


*9109 

30*286 

.36 

7 

84 745 

802 

99-0538 

*0461 

29-500 

37 

8 

83 943 

821 

99-0220 

•9780 



2 

83122 

838 

98*9918 

1*0062 


kS 
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INiSTITUTB OF ACTUARIES MORTALITY TABLE. 
Hkalthv Malks (H“). ^ 


'Sf 

Be«if 

Nunitier 

Li\ing 

at 


Probable Nmnher out 

fCl 


' rftimlie 
! Dying 

1 every 100 line at 
the B«*ginnfiig of a 5 ea 

Average 
j Dilution 

Begiito 

ning 

i)f 

Year. 

Beginning 

of 

Year. 

duiing 

tlie 

1 who u III 

1 u ho Hill 

of Life ,i1 

1 Age 

nlng, 

Year. 

8uni\e 
j the Ytar. 

Die ilniin 
j tin \ car 

g stattd. 

L 

ot 

Year. 

’ 1 

1 ^ 

3 

I ^ 

1 ^ 

I 6 

7 

55 

66 513 

1399 

97-8967 

2-1033 

16-962 

55 

m 

65114 

1462 

97-7547 

2 2453 

16-316 

56 

57 

6.1652 

1.527 

97-6010 

2 3990 

15-679 

57 

58 

62 125 

1 .592 

97-4374 

2-.56‘26 

15 052 

58 

59 

60 533 

1 667 

97-2161 

2-7.539 

14-435 

59 

60 

58 866 

1747 

97-0322 

2-9678 

13-830 

60 

61 

67 119 

1830 

96-7962 

3-2038 

13-237 

61 

62 

55 289 

1915 

96-5364 

3-4636 

12 659 

62 

63 

63 374 

2001 

96-2510 

3-7490 

12-095 

63 

64 

51373 

2 076 

95-9590 

4-0410 

11517 

64 

63 

49 297 

2141 

95-6569 

4-3431 

11-012 

65 

66 

47 1.56 

2196 

95-3131 

4-6.569 

10-489 

66 

67 

44 960 

2 243 

95 0111 

4-9889 

9-977 

67 

68 

42 717 

2 274 

94-6766 

5-3-234 

9-475 

68 

69 

40443 

2 319 

91-2660 

5-7340 

8-980 

60 

70 

38124 

2 371 

93-7808 

6 2192 

8-495 

70 

71 

35 753 

2 433 

93-1950 

6*8950 

8*028 

71 

72 

33320 

2 497 

92-5060 

7-4910 

7-575 

72 

73 

1 30 823 

2554 

91-7140 

8-2860 

7-118 

1 73 

74 

28 269 

2 578 

90-8805 

9-1195 

6-749 

71 

75 

25 691 

2 627 

90-1639 

9-8361 

0.378 

75 

76 

23164 

2 464 

89-36-28 

10-6372 

6-017 

76 

mtm\ 

20 700 

2 374 

88-5;U4 

11-4686 

5 674 

77 


18 326 

2 258 

87-6787 

12.3213 

5-344 

78 


16068 

2138 

86 6941 

13-3059 

5025 

79 

80 

13 930 

2 015 

95-5318 

11-1652 

4-719 

80 

81 

11915 

1883 

84*1964 

15-8938 

4-4.33 

81 

82 

10032 

1719 

82-8648 

17-1952 

4-171 

82 

83 

8.313 

1545 

81-4147 

18-5853 

.39:» 

83 

84 

6768 

1346 

89-1123 

19-8877 

3-713 

84 

85 

5 422 

1 138 

79-0115 

20-9883 

3*511 

85 

86 

4 284 

941 

78-0345 

21-9655 

3-310 

86 

87 

3 343 

773 

76 8770 

23-1230 

3-101 


88 

2570 

615 

76-0700 

23-9300 

2*881 

88 

89 

1965 

495 

71-5804 

25-3196 

2 631 

80 

J ») 

90 

1460 

408 

72-0548 

27-9452 

2 357 

80 

9i 

10^ 

329 

687963 

31*2737 

2 077 

w . 

92 

723 

954 

04'8686 

35-1314 

1-795 

S 1 

m 

469 ‘ 

195 


ir^8 

1-486 



274 

139 

OOTwO 

1*291 

^ % k 

95 

135 

» 89 

88iM4 

6r7596 

mo 


Ml 


m 

18-8578 

8115827 

% 1 


9f 

1 

. ■} 

«h)M) ] 

lOMWM 

; 
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LIFE ASSURANCE EXPLAINED. 


The accompanying table gives in the second and tliird 
columns the ipimbers living and the deaths eaJh year, 
according to th^ Healthy Males (H'") Mortality Table 
published by the Institute of Actuaries, the age of thc^lifo 
at the beginning of the year being given in the first column. 
TJie information upon which the Mortality Table is based 
was not considered sufficiently extensive for the first ten 
years of life to give reliable average results, and, therefore, 
the table commences with age ten. Tlie fourth column 
gives the number out of every hundred alive at the 
commencement of the year who survive the entire year. 
The fifth column shows the number who die in the course 
of the year out of every hundred living at the commence- 
ment of it) so that the figures in columns 4 and 5 at each 
ago together make up 100. 

The sixth column gives the expectation, or average 
duration, of life as determined by dividing the total number 
of years that a given number of people will live by the given 
number of people under observation. Thus, if we examine 
the table from ago 90, we see that of 1,460 living at age 90 

1,052 reach th© ago of 91 
723 reach the age of 92 
469 reach the age of 93 
274 roach the ^ of 94 
135 reach the ago of 95 
49 i^ch the age of 96 
9 reach the age of 97 

Total ... 2,711 

Adding together the number who survive to the dififorent 
we find that. the 1,460 people with which we 
live between them 3,711 eomj^ete yean^ and 
this nomher by |,I 60 , we get «ai leverage of lUffT 
^ota^ibiimsMthe diii«tkln of Hfo oleidiol^tholid^ 
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people whom we commenced to observe at the age 00. 
This, hoVovor, considers only the entire years that are 
survived; lives that live to 01 years and fl months aro^ 
trcai^d as if they only lived to 01. It however, much 
more likely that the deaths will he fairly evenly distributed 
throughout the year, and they may, therefon*, be reckoned 
as happening in the middle of each year. 

In these figures, therefort', we are reckoning that each 
one of the lives under observation would live six month.s 
less than would actually be the ca.se, and if wo add this 
half-year t6 the 1<S57 years, we arrive at 2'357, which is 
the average exi>ectjvtion of life given in column fi. 

We sometimes hear of the (JurtaU* (or cut short) expecta- 
tion of life, which means the nmidier of complete years of 
life which people of the given age may, on tlie average, 
expect to live ; tlie Curtate e\|)<‘ctation of life at ago 
90 is the 1 ‘807 years which we obtained above, and it is 
always half a year Ie.ss than the complete expectation of life 
given in column 6. 
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INTEBEST. 

In the practice of Life Assurance, interest is a very 
important factor, and it is necessary to see clearly what 
interest means before the subject of Life Assurance can be 
properly understood. It only lequires a very moderate 
amount of attention to obtain a clear view of the subject. 

If Jones lends Smith .^100, for the use of which Smith 
has to pay £3 every year, it is plain that at the end of one 
year Smith will owe Jones X103. If Smith pays this £3 
due on account of interest, he will only have a loan of £100 
during the second year, for the use of hich he will have 
to pay £3 as before. If, however, after Smith jjays the £3, 
Jones lends him this £3 in addition to the £100, obviously 
Smith has to pay for the use of £103 instead of only £100, 
and this amounts to £3-09 or £3 Is. 9^d. It is just the 
same if the amount of the interest is added to the loan 
Vithout being paid at all, and if this process is continued 
year after year, the amount quickly increases. Thus in the 

year the lonr is £100 nnd th* inlcicst £3. 

, M „ £103 „ „ £3 09 or £3 Is. lOd. 

3id „ „ £106 09 „ „ £3*1827 or £3 3$. 8d. 

4tli „ „ £109*2727 „ „ £3*278181 or £3 5g. 7d. 

6th „ „ £112-660881, and so on, increasiog rapidly as time 

goes by. 

'tyg is what is meant by the amount of £100 at 
Interest for a nomb^ ol jean air given in ooltimn 
fomexed table. The interest instead of tmg paid 
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annuali}», is comiwunded for by being added to the loan, and 
hence thb name compound interest. 

The rate of interest earned by the money makes a great 
deal# of difference in tlie course of a long term of years. 
Thus £100 earning 3 per cent, per annum will amount in 
50 yean to £438 or £338 more tlian the original invest- 
ment; at 6 per cent, the £100 would in the same time 
amount to £1,842 or £1,742 mofe than the original sum; 
the rate of interest is only twice as much, but the amount of 
increase is more than five times as great. 

We often want to know in connection with Life 
Assurance, not merely what £100 will amount to at a given 
rate of interest in a certain number of years, but also Jiow 
much we must lend or invest now so that in a certain 
number of years it will, at a given late of interest, increase 
to £100. This is called the present value of £100 due so 
many years hence at such a rate per cent. This can leadily 
be found from the table already rcfeiredto; wo saw that 
£100 in 50 years amounted at 3 per cent, to £438, there- 
fore the present value of £438 due in 50 years at 3 per 
cent, is £ 100. The [iresent value of £ 1 duo in the same time at 
die same rate is the 438th part of £100 or £0’228,^ 
that is, about 48. 7d. If the present value of £1 is £0'228 
or 4s. 7d., the present value of £100 is £22 8 or 
£22 Ifis. It is convenient, however, to have the amoant|| 
worked out, and they are given in column 3 of the tftUc^ 
from which we see, for instance, that the present value of 
£100 due in 40 years at 3 percent is £30’06 or £30 13s. Id., 
which means that £30'66 invested now and compounded 
annuhlly at 3 per cent would in 40 years amount to £10Q, 
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LIFE AS8UBAN0E EXPLAINED, 
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LIFE ASSUBANOE EXPLAWED. 


The majority of Life Assurance policies are (ftected by 
means of annual payments, and therefore we ofte^ want to 
know how much an annual payment will amount to in a 
certain number of years, supposing it to earn intei-e# at a 
given rate per cent. This information is given in column 4 
of the table. If an investment of £100 a year is made at 


3 per cent. 

At the 

the 

the year’s 

the total 

Is 


loan is 

interest is 

at the end 

of the 

£ 

£ 

of the 

£ 

l6|t year 

100 

3 

Ist year 

103 

2nd 

203 

6-09 

2nd ,. 

209-09 

3rd „ 

309-09 

9-27 

3rd „ 

318-36' 

4th „ 

418-36 

12-5.) 

4th „ 

430 91 

and SI) on, incrcjvsing with very great rapidity. 



It will, for instance, be seen from the table that £100 per 
annum compounded at 3 per cent will, at the beginning of 
the twentieth year, amount to £2,687, which helps to make 
clear why Life Assui’ance Companies can pay such large 
amounts at death in return for such comparatively small 
annual premiums. 

But in regard to annual payments, the same as with 
single amounts, it is often useful to know the present value 
of the sum they will amount to in a certain number of years 
at a given rate per cent. 

We could calculate this from the columns we have 
already considered, but it is more convenient to have it 
worked out ready for use, and this is done in the fifth 
column of the tables, from which, for example, it may be 
seen that the present value of £100 a year, oompoii||$ed 
annually till the beginning of the twentieth year, Is at 3 per 
cent, ^terest £1,583 ; which means that £1,583 kmM 
St 8 per emt will exaoUy-snffiee to psp ftt 
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the b6gi4img of each of 20 guooessive years^ the first 
payment Iwing made at once. 

It will be seen from the headings of the ^bles that in 
giving the amount of one pound we select the Bind of the 
year as the time to reckon to ; while in giving the amount 
of one pound per annum the beginning of the year is referred 
to; this is done because it is more convenient for tlie 
purposes.for which we shall require the tables. 

The amount of the present value of one pound at 3 per 
cent, at the beginning of the tenth year, for instance, is 
precisely the same as the amount at the end of the ninth, 
and so in all cases the end of one year is equivalent to the 
be^nning of the year immediately subsequent to it. 

In the case of one pound per annum, however, the table 
gives the amount immediately after a payment, and, there- 
fore, the one pound paid on January Ist must bo deducted 
from the amount shown in the table, in order to obtain the 
amount on December 31st of the preceding year. Thus tho 
amount of one pound per annum at 3 per cent, at the 
beginning of the tenth year being £11*4638, or £11 Ds. 3d , 
the amount at the end of the ninth year is £10 Os. 3d., 
because the one pound due on the first day of tho tenth 
year has not been paid as in the table it is assumed to 
have been. 

The tables give the amount of one pound and of one 
pound per annum ; in all cases the amount of any other 
number of pounds is found by multiplication. 
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MOBTALITY AND INTEBEST. 

Wo are now in a position to combine the results of 
mortality and interest, and to see Iiiiir the premiums 
charged by Life Offices for assurance can be arrived at. 
The only element of importance that will be omitted from 
our consideration for the moment is the amount, or “ load- 
ing ” as it is technically called, which is added to the net 
cost of the assurance, in order to provide for the expense of 
managing the business, and for the future profits in certain 
classes of policies. In making the necessary calculations wo 
will assume, for the sake of convenience, that the premiums 
ire all paid at the commencement of the year, and that the 
claims caused by death always occur at the end of the 
year, so that one year’s interest on the premium paid must 
be added to the premium, in order to get the exact amount 
available at the end of the year for the payment of claims. 

Let us now re consider tlie example given (p. 2) in the 
chapter on mortality of 10,000 people aged 40, who wish 
to arrange for a payment of £100 to the executors of such 
of them as may die before reaching the age of 41. We 
find from the Mortality Table that 103 of them will die, 
and that theiefore £10,300 will be required at the end of 
the year to meet the claims arising out of these 103 d^ths. 
On turning to the table showing the amount of £1 at the 
vnd of one year at 3 per cent^ we find it is £1*0^11^4 
the amount of £10,000 is th^ore £10,300 ; to It 
neoemptfy (or the 10^000 people efiboting the 
paj this amount nUa between them at the . 
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nient of jtho year. Thus the premium that each would 
have to piy would be £1 instead of the £1*03 which we 
saw would have been necessary when leaviwg interest out 
of the question. 

pi'emium of £1, which would .suffice to exactly pay 
the cost of assurance for one year, and which varies at' 
every age, is called the “natural premium”; but most 
policies are effected for a longer period than one year, and 
it is u.sually desirable to pay a uniform or level premium 
throughout the whole duration of the policy ; and when we 
want to find out how much this level premium ought to l)e 
for assuring for a longer term or for the whole of life, w'e 
apply precisely the same principles as we did in calculating 
the natimd premium. 

If we look at the Mortality Table, wo find that at age 
90, out of 1,460 people alive, 408 will die during the year, 
and therefore if j£100 has to be paid on the death of each 
of these 408 people, wo shall require £40,800 at the end 
the fii’st year, and the present value of this amount is 408 
times the present value of £100 due at the end of on® 
year — namely, £97'0S74 multiplied by 408, which equals 
£39,611 ; during the second year 329 people will die, 
involving claims amounting to £32,900, and the present 
value of this amount due at the end of two years at 3 per 
cent, interest is £94*2596 multiplied by 329. Following 
out this njethod of procedure for each year from age 90 to 
the end of the Mortality Table, we get the results shown 
in the followirig table : — 
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LIFE ASSUEANGE EXPLAWED. 


Table showing SINGLE PBBMIGM for WHOLE# LIFE 
A^uranoe of £100. Age 90 at entry. 

H™ Table, 3 7, 


Voar 

Deaths 

(luring 

jear. 

Present Value 
of £100 due at 
end of jear. 

1 ^ 

1 Present Value of Claims 
paid at end of } ran 

" ~ 


£ 

£ 

1 

408 

97 0874 

39,611 6.>9 

2 

329 

414 2.‘»9() 

31,011 408 

3 

2.)1 

91 5142 

23,244 607 

4 

19.) 

88 8487 

17,825 497 

.<5 

139 

86 260S I 

! 11,990 2.)! 

6 

86 

83 7484 

7,202 362 

7 

40 

81 3091 1 

8,2.52 364 

8 

9 

78 9409 

710 468 

Total 

1,460 


134,348 610 


Single Premium £134, .3 18 616 + 1,460= £92 0196 


Wo see from this that there will bo 1,460 claims of 
£100 each, or £146,000 altogether. But the payment of 
the claims is so distributed over the eight years as to 
make the present value only £134,349; that is to say, 
if 1,460 people each paid a lump sum of £92-0196, or 
£02 Os. 5d., so providing the amount of £134,349 at 
once, it would be sufficient, with the addition of the 
interest earned, to pay the claim.s as they arose. A payment 
made in this way is called a single premium, and the 
single premium for all ages, according to the Institute of 
Actuaries H*" Mortality Table at 3 per cent., is given 
on page 24. 

It is, however, generally oonvenieo. to pay. the 
preo^ipu annually, half-yearly, or quarterly, and urill 
now see how much the annual premium ou^t M 
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meet the 1,460 claims, the present value of which is, as 
we have^seen, <£134,349. To find out this we will see the 
present value of the money we should obtain from annual 
premiums of XI paid at the commencement of each year by 
each of the persons who, according to the Mortality Talfie, 
*^ould then be alive. Finding out in this way the preset 
value of premiums of XI, it is very easy to calculate how 
many pounds the premiums ought to be to meet the claims. 

If each of the 1,460 |)eople alive at the commencement 
of the transaction we are considering paid XI, it is plain 
that the present \alue of their payments would be XI, 460. 
At the commencement of the second year there are only 
1,052 people alive to make payments. The present value 
of XI due at the commencement of the second year is the 
same as the present value of XI duo at the end of the first 
year— namely, X 9709. The present value of the premiums 
paid at the commencement of the second year is therefore 
1,052 times this amount, or XI, 021, Carrying this calcu- 
lation throughout the remainder of the years, we get the 
results shown in the next table. From the total of the 
amounts in column 4, we see that the present value of 
premiums of XI e<ich paid in this way is X4,000 ; but 
as we want to provide an amount, the present value of 
which is XI 34,349, we have to divide this latter amount 
by the 4,000, which gives us X33'584553, or X33 11s. 8d., 
as the premium payable throughout life by persons aged 90 
at entiy, for the assurance of XlOO at death, supposing the 
money to earn interest at 3 per cent., and the deaths to 
occur as slated in the Mortality Table. 
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Table showlnfir ANNUAL PREMIUM for WHOLE JIFE 
Assurance of £100. 

Age uO at entry. H® Table 3 per cent. 


SL 


Ye*r 

Number living 

at 

Itegi lining 
of j ear. 

Present ^ alue 
of jei 

due nt beginning 
of yitti 

Present value 

I of £l per annum 
from eacli 8urvi\or 

Present vt^ie of 
m 5845 W 
per aniinin from 
euh survivor. 

0) 

(2) 

(3) 

(*) 

('>) 




£ 

£ 

1 

I.IGO 

1 000000 

1,460 00000 

49,033 444 

2 

i,o;)2 

1 -970874 

1,021 .3594) 

34,301 898 

3 

723 

942590 

081 49091 

22,887 768 

4 

! 4(i0 

915142 

429 20160 

14,414-54.3 

5 

274 

-888487 

24.3 44544 

8,176 006 

6 

1.1') 

-802008 

110 4)208 

.3,910 991 

7 

49 

-8.47484 

41 03672 

1,378 200 

8 

9 

1 

-81.3091 

7 31782 

245-760 



Total 1 


1 

1 

4,000 31002 j 

134,348-616 


Annual Premium £134,318 616 -h 4,000 31002= €33’584553. 


In column 5 is shown the present value of premiums 
of this amount paid at the commencement of each year by 
the nnmber of persons then living, and the total of these 
present values is found to be .£134,349, the exact equivalent 
of the amount required to meet the claims arising from death. 

As it is very important to get clear ideas on this point, 
we will show the way in which the premiums received would 
suffice to exactly meet the claims that would have to be 
paid. Taking first the single premium of ;£92‘0196 which 
each of the 1,460 people would have to pay, we find that the 

Fundat the commmencement of the year is ... ^ ... £134,349 


Interest on this at 3 per cent, is 




FM at the end of the flnt year 


£13M71 
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MOUTAim AND INTEREST. 


The following table shows the way in which ^is 
principle works out, and it will be see^ that at the 
commencement of the eighth year the fiijul is £874 ; the 
interest earned during the year, ; making together 
exactly X'900, which suffices to pay the last claim, leaving no 
funds at all at the close of tlie transaction. 


Table showing hov\' l,l(jO Sinulo IVt-miums of £ifj Ol'Mi each, 
suffice with Interest at .’I per cent to meet J,I(>0 claims of 
£ 100 each Age !M} at entry II'" Mortality Table 



1 Funds at 

Ttifpr* st 

Funds 

(. laiins 1 Funds 

Nniii)i('i 

(if 

I’lillii** 

^ R(?«prvp 

Yt'ir 



plus 

of AIM at Piid (if 

fur each 




liilcrrsl 

uacli j ( ar, 

1 

III pnd (if rolluy. 

(1) 

U) 

0) 

(4) 

(5> 1 (U) 

(7) 

(S) 


£ 

134,348 GI6 

a 

4,030 458 

£ 

138,379 074 

£ 1 £ 
40.800 97,579 074 

1,052 

92 756 

2 

07,579 074 

2,927 372 

100,506 446 

.32,900 ' 87,606 446 

723 

93'5<)e 

.3 

67.006 416 

2,028 193 

69,634 639 

25,4J0 , 44,234 639 

469 

94*317 

4 j 

44,234 639 

1,3*27 *039 

45,561*678 1 

f 19,,500 i 26.061 678 

274 

95*116 


26,061 678 , 

781 850 

26,843 5*28 i 

13,900 12,943 528 

135 

05 878 

6 

12,943 .528 

388 395 1 

1.3..33t m 

8,600 1 4,731 m 

49 

96 568 

7 

4,731 833 

141*954 

4.873 787 1 

4,000 , 873*787 

9 

97 087 

8 1 

873787 

26 213 

900 000 1 

900 1 000 000 I 

0 

00*000 

r.iui' 

1 

11,651*384 ' 

1 

' 1 

146 000 1 1 

' i 
_ ) 



1.460 Blngle Ih^mlums of £92*0190 each amount to £hH, 340*616 
l?otal Interest earned 11,661*364 


£146,000*000 

1,460 Claims of £100 each . £146,000*000 


The way in which the annual premium of £33,584 
Bu%e8 to meet all the claims may also be shown ; -> 

The fund at the commencement of the first ycjir is ... nil. 

1,460 premiums pitid the first y«ir amount to £49,033 


Together ... " 

Inta^ earned in the year is 



tolw KMelaima 

«ttd of the Jfftu*. 


£49,033 

ill, 474 



£ 9 , 74 - 
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^0 this is added the premiums paid at the commpcement 
of the second j^ear, and the interest earned during the year 
on both the funds and premiums, the whole amounting to 
^46,386, from which has to be deducted the £32,9fi)0 for 
claims, leaving the funds £13,486 at the end of the second 
year, and so on throughout the talde until the funds at the 
commencement of the eighth year amount to £572; the 
premiums to £302; together £874 ; the interest on which 
is £20 ; togethei making exactly £000, which is required to 
meet the last nine claims, and, as in the former case, leaves 
notliing at all at the close of the transaction. 


Table showing how Annual Premiums of £3.1 584r)*3 each suffice with 
Interest at 3 per cent to meet claims of £100 each Age 00 at 
entry II'" Mortality Table 


beginning 

of 

joar 

, 9, 704*450 
13,486*482 
13,601*13; 
10,629-801 
6,596*990 
2,792732 
571-" 


Premiums paid I I 

at beginning I „ , 

of year. Pniids 
' plus ' 


L 


L,,„ Amount, Prcinlumn * ‘ 
IS £d3*li84553, y®"'* 

each I I 


. Total of 
1 Funds, 
|Pfeniiunisj 
and 

Inteiest 


, I 

|C’'‘'”'''.Fundat,:t| 

end of ||gcl 


■ I 


>car. 


UsHPolipy. 
I iel 


1,460 49.033 447119,033*4171,471*00350,504*450' 40.800 i 

,052 35,330-95045,035 4001,351*062,46,386 462 32,90013,486 462 
723 24,281 632137, 768*091'], 133*04338,901 137 25,400ll3,501 137 
469 15,751*155,29.252*292 877 *569!30, 129*861 19,500,10,629 861 
274 9,202 168119,832*029 594*96120,426-900 13,900| 6,528-900 : 
135 4,533-91511,060 905 331*82711,392732 8,000| 2,792732 


1,645 613, 4,438375 133*1511 
302 261 873 787 26 213 


140,081 171 


5,918*829 



Total Premiums received , 

Total Intereet earned 
Premiuma and Interest together 
1,460 Claims of £100 each . 


£140,081*171 > 96*946;!:. 

6,918*829 - 4064%. 
146,000*000 - 100*000%. 
146,000*000 


So hr we have seen the amount that^ paid as ilwaglo 
pteonium, would suffioe to provide the payment d 
mim atd^thj and we hare seen also the ainon^<|tttJ« 
he paid annually to secure the same ohjeei 
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connected with these two points is the value of £l pe# 
annum to be paid during the lifetime of a {)^rson of a given 
age ; this is called an annuity. This is of importance to 
thoseapeoplo who wish to secure as largo return os possible 
for their money during their own lifetime, by paying the 
principal to an Insurance Company and receiving an annuity 
for life, the principal becoming the property of the 
Insurance Company; but besides this, it enters into the 
calculations in regard to premiums in vari||U8 ways. 

We will, therefore, see how the value of an annuity of 
per annum for the life of a person aged 90 may be arrived 
at. In the talde sliow'ing how the annual premium is 
arri\ed at ^^e hav<‘ all the figuies that wo require for 
this purpose, but for tlie .sike of convenience wo will repeat 
them. It is a.ssumed that an annuity is paid at the end 
of the year (which is equivalent to the beginning of the 
subseipient year), and not at the beginning of the year, as is 
the case with annual premiums. Therefore, if we have 1,4C0 
persons aged 90, and have to pay to each of the survivors at 
the end of the year the sum of XI, wo shall, os 408 of them 
will die during the first year, only have to pay annuities to 
1,0.)2 persons, and as the present value of XI due at the 
end of a year is XO -9 70874, the present value of the 
annuities we shall have to pay the first year is 1,052 times 
this amount, or XI, 021. Tabulating these results for each 
of the seven years during which the annuities will have to 
bo paid, we find that the total cost of 1,460 annuities is 
X2,540, and the cost of one annuity is this amount divided 
by l,460,orXl*7399. 
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Table showing the VALUE OF AN ANNUITY of £1 per 
annum ffeyable at the end of the year to each survivor of 
1,460 persons Age 90 


Ytir. 

Nmnber living 
at ttul of year j 

Present value 
of £1 due at end of 

1 jear. 

Present value of £1 to each 
suivivor at tiid of jear. 



£ 

1 ^ 

1 

1,052 1 

970874 

1,021 3504 ) 

2 

723 i 

942596 

681 49691 

3 

469 

915142 

429 20160 

4 

2?74 i 

888487 

243 44544 

1 6 j 

135 ' 

862608 

116 45208 

6 

49 1 

837484 

41 08672 

7 1 


813091 

' 7 31782 

8 

0 ' 



Total 1 

1 


2 540 31002 


Total cost of 1,460 Annuities, £2540 31 

Cost of 1 Annuity £2,640 31002 -f 1,460 - £1 7399384 


In order that this point may be clearly understood, m e 
give a table showing how 1,460 payments of £1 7399 suifice 
to pay an annuity of .£ I at the end of the year to each 
survivor according to the H'" Table, assuming interest at 
3 per cent. The table is coinpilefl on the same lines as 
those previously gi\ en, and the result shows 

That the 1,460 original payments amount tc) ' .. £2,54Q3 

That the total interest earned in the seven years is . , £170 7 


Making the total receipts ... £2,711 0 

Theiotel amount of annuities paid is 

emoiiy ftfatorbing the whole of the funds si 
tnuiSictlcai 
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Ta 







^ 1 


to pay an Annuity of £1 per annum at %nd of year te | 


each suryivor 

Table 

O 0/ 
/» 

interest. 




Funds at 


Funds 

Annul 

Funds 


Reserfs 
for eaeh 
annu% 

In foim 

Year. 

beginning 
01 ) tfar 

Interest 

plus 

Interest 

ties 

paid. 

at end of 
year. 

lOmainlng 
in force. 


£ 

■ £ 

1 ^ 

£ 

£ 


£ ' 

1 

2,540 310 
1,)(U *)19 

70 209 

2,616 519 

1,052 

1,501519 

723 

216^ 

2 

4(5 9.3 > 

1.611 454 

72.3 

888 454 

469 

1 894« 

3 

888 454 

2(5 (554 

916 108 

469 

446 108 

274 

16231 

i 

44(5 108 

13 383 

459 491 

274 

185 491 

136 

1 3740 

5 

18', 491 

5 56 ) 

191 056 

1.35 

56 056 

49 

1 1440 

6 

5(5 O.'x: 

1 (582 

67 73S 

49 

8 7.38 

9 

0 9710 

7 

8 738 

262 

9 000 

i) 

0 000 

0 

OOOOO 



170 (590 


2,711 




1 1,1 HO payments of £1 73i)!)384 eaoh amount to £2,540 310 | 

1 Total Interest earned on Funds 


170 690 

1 Total Receipts 




2,711000 

Total amount of Annuities paid 


2,711 000 

Balance 





0,000 000 


The next table is very important, and we shall often 
have occasion to refer to it. It gives in the second column 
for e\ery age from 10 to 07 the value of an annuity of £\ 
payable at the end of the year, which is what we have just 
been considering for age 90. In the third column we have 
the amount of the single premium for the assurance of 
XlOO payable at the death of tho assured ; this was eon* 
sidered in detail for age 90 on page 16. The fourilh 
e fd Mf UP gives the uniform annual premium payable 

|fe at the beginning of each year for die aasnranoif^ 
^Joatb; this was fully deimbed m 
I thft Mfifttnral nreminm” at 
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Hm TABLK.-i 

per cent. Interest. 



Present 5 alue 

Single 

Pretnlum 

Annual Pre- 
mium payable 

“ Natural 

J Premium “fo 


Ag« 

.1 ofan annuity 

for Assurance 

I thiough life 

" Assurance of 

Age. 

f of£l. 

of £100 payabl 
at death. 

forAssiirameo 
£100 at (loath 

fl £100 for one 
joiir. 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 


£ 

12 0938 

£ 

61 8628 

£ 

4 7248 

£ 

2 0420 

55 

56 

117242 

62 9392 

4 9461 

2-1799 

(*. 

57 

11 3533 

610195 

5 1821 

2 3201 

57 

58 

10 9813 

65 im 

5 4.337 

24880 

58 

59 

10 6083 

66 1895 

1 5 7019 

2 6737 

69 

(iO 

10 2359 

67-2740 

5 9874 

28811 

60 

61 

9-865.5 

68 3530 

6 290.S 

3 1105 

61 

62 

9 4978 

69 4210 

6 6132 

3 3627 

62 

63 

91337 

70 1844 

8 9.555 

3 6398 

63 

64 

8-7741 

71 5316 

73185 

3-9233 

64 

&i 

8-4179 

72 5691 

7-70.51 

4 2166 

65 

66 

80641 

73.5996 

81199 

4-5213 

66 

67 

7 7118 1 

I 71 6259 

8 5661 

4 84,38 

67 

68 

7 3602 1 

75 6499 i 

9 0188 

51683 

68 

69 

7 0073 , 

76 6779 1 

95761 j 

' 5-5670 

69 

70 

6 656.5 ’ 

77 6995 

10U82 ! 

6 0380 

70 

71 

6-3109 1 

78 7062 

107656 1 

60068 

71 

72 

5-9748 1 

79 6849 1 

114216 1 

7 2757 

72 

73 

5 6526 

80 6234 

121190 

8 0417 

7.3 

74 

53182 

81 5100 

12 8398 I 

88539 

74 

75 

6-0614 

82 3153 

13 5851 1 

95196 

75 

74 

4 7820 

83-1592 

14-3821 

103274 

76 

77 

4 5118 

83 9463 

15 2304 

11-1346 

77 

78 

4-2491 

847113 

16 1382 

1111621 

78 

79 

3-9916 

85-4613 

171209 

12-9183 

79 

80 

37424 

86 1872 

181737 

MtM.39 

80 

81 

3-5066 

80 8741 

19 2773 

1.5 3133 

81 

82 

8-2897 

87 50.58 

20 jm 

16 6361 

82 

83 

3-0890 

88-0002 

215411 

18-0440 

61 

84 

2-9080 

88-6174 

-22-6758 

19 3084 

81 

85 

2-7388 

89-1102 

23 8337 

20-3772 

85 

86 

2 5704 

896009 


213-257 

86 
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the assurance of XlOO should death occur within the year j 
this premium, as explained on page 3, "llfc^ies each year, 
and constantly ^increases with age, until at last it becomes 
too large for it td be worth anybody’s while to pay it 

There is an interesting connection between the value 
of an annuity of £1 and the single and annual premiums 
for assurance, which it is well to notice. In order to illus- 
trate this, we will take the case of a person aged 90. We see 
from the table (p. 18) that an annual premium of X33'5846 
will, on the average, amount to .£100 at death. We see also 
(p. 16) that a single premium of <£92 01 96 will amount to 
XlOO at death, and therefore the single premium is the 
present value of the whole of the annual premiums ; but if 
the present value of £33*5846 a year for the rest of a life 
aged 90 is <£9 2 01 9 6, the present value of £1 per annum 
payable at the beginning of each year is £92 01 96 divided 
by 33*5846, or £2*7399. The value of an annuity, as 
shown in the table, is £1*7399, or £1 less than the amount 
of the annual premium. This is accounted for by the fact 
that the annual premium is payable at the commencement 
of the year and the annuity is payable at the end of the 
year. Therefore, if we take the value of an annuity pay- 
able at the end of the year, and add to it the £1 which, 
if it were an annual premium, would have to be paid 
immediately, we obtain the £2*7399, which is the prasent 
value of £1 per annum for life payable at the beginning of 
the year; the £1*7399 being the present value of £1 for 
life, the payment being due at the end of the year. This 
relation between the three amounts will be of convenience 
in illustrating the various ]K)ints we shall come to presently, 
and we shall make frequent use of this table in sub^|pent 

In order to obtain exact results, it is nclte yiij;} 
the calohlations to several places of 
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here given the figure*? are not stated to the full extent that 
was necessar/%r the calculation. If any readers wish to 
work out the calculations for themselves, ft will be neces- 
sarygjto carry the figures to a larger iflimber of decimal 
places. 

The examples here given in detail sbiit fioin age 90, in 
Older to avoid the greater length of the tables that would 
be necessary to illustiate the preiniunis required at younger 
ages, but the same method can be applied to younger ages, 
and results obtained that would work out exactly at the 
death of the last person concerned 

In illustrating the premiums for so advanccil an age as 
90, we scarcely gi\e a just idea of the way in which lafe 
Assurance works, for the reason that there i/? so short a 
time during which interest can actumulate, the result being 
that the premium has to be abnormally high. For younger 
ages the premium is a great deal lower, and interest plays a ' 
far larger part in providing for the claims when they be- 
come due. Thus, at age 20 a single premium of £33 
suflices to assure £100 at death, the remaining £67 being 
provided by interest. The amounts contributed by cash 
actually paid as single or annual premiums and by interest 
are shown for various ages in the following table : — 

These are average results, and show what happens when 
a large numlier of lives are concerned , it does not show 
each individual how his £100 is made up, but it does make 
clear how the Life Office provides for the payment of claims 
by compounding the premiums at interest. 
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Proportion of Sum Assured contributed on average by 

Premium# actually paid and by Interest. Mortality 

Table 3 pej cent Interest Net Premiums. 

Itfmb. 


Ago at cntiy. 


20 1 30 j 40 

1 50 1 60 1 70 1 80 1 90 

Single Premium . . 
Interest 

33 ' 39 1 47 
C7 1 61 53 

.">7 1 67 * 78 1 86 | 92 

43 1 33 1 22 1 14 j 8 

Sum Assured . 1 

100 ,100 |ioo 

100 ‘lOO 100 'lOO |ioo 

1 1 

Total Annual Premium j 
Interest 1 

61 66 72 

39 34 28 

79 86 1 91 , 9r> 1 96 

Sum Assured . . . . j] 

100 ^100 100 

100 100 jlOO 100 |I0() 


Moreover, we are still dealing with net premiums, not 
with the gross premiums, which include the loading for 
exi)en8es. 

In each of the two tables illustrating the sufficiency of 
single and annual premiums to provide £100 at death 
thei’e is a column showing the reserve that is held on 
account of each policy, which it will be noticed increases 
steadily from year to year. This is an important matter in 
Life Assurance, and one on wliich the stability and cer- 
tainty of assurance depends. As we have seen before, it 
would be jjossible to effect insurance at lower rates increas- 
ing from year to year, were this found to bo a convenient 
plan ; but it is usually much more satisfactory to pay a 
uniform or level premium throughout life, and in that case 
it is necessary for the premium, to commence with, to be 
lugher than the natural premium for the current yittf in 
order that in later years the level preminm may be lower 
'the natural premium. The result of thd is t^ ^ 
eveiT premium pai4^t the earlier ages is raMBliiiify 
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to provide for^e^deficiency that would otherwise be at tlie 
older ages. JpilP amount so saved is called a “lleserve,” 
and frojpIJiduio to time a Life Assurance (Company makes 
a valgltion, in Avhich it calculates what #110 reserve ought 
to be for each of the policies that is in force at the date of 
the valuation. The same thing is shown in the tiihle illus- 
trating the working of the Annuity Fund. The whole 
question of lte.serve8 will be dealt with more fully in 
another cluiptcr. 

So far\\e have assumed the claims to bo paid only at 
the deaths of the persons assured, but policies nowadays 
are being takeji in increasingly large numbers which pro- 
vide for the payment of the sum assured on attaining a 
specified age, or at dwith, should it occur previously. These 
are called Endowment Assurance policies, and the appro- 
priate premiums for such policies may be found in the same 
way as we found the premiums on whole-life policies. 

Instead of continuing the calculation to the last ago 
contained in the Mortality Table, we have to reckon that 
a claim arises in the case of every individual who is alive at 
the ago specified for the payment of the sum assured. Thus, 
to take an illustration from the table already given (p. 16), 
we will suppose that it is arranged to pay £100 on reaching 
the age of 94, or at death, should it occur previously. 
Obviously, the claims wo shall have to pay are according 
to the Mortality Table : — 


408 on account of th'se who die before rcac 


■King the age of 91 


329 

254 

195 


274 to these who attain the age of . 


92 

98 

94 

94 


1,460 claims in alb 

Hie present ¥alue of the daims arising out of the death# 
M vili be exactly the some as in thepre?m# 
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table; theseamount 193*171, as we ^see by adding 

up the present value of the claims for thel^r years. In 
addition to this, 274 payments of £100 apiece will have to be 
paid at the commehceraent of the year to the assured potions 
who are still alive; and, multiplying by 274 the present 
value of the £100 to be paid at the commencement of the 
fifth year, t.c. £88*8487, we obtain £24,344*o4; which, 
added to the £111,19.3-171 required for claims arising 
out of deaths, we obtain £1.35,5.37*71.^ as the present 
value of the 1,4()0 claims of £100 each, arising under the 
1,460 endowment assurance policies issued at the age of 90. 

The present value of the amount required to meet the 
claims under these 1,460 policies being £1.35,5.37*715, it 
follows that the single premium to be paid at age 90 by 
each of the 1,460 persons eflecting the assurance is the 
1,460th part of this amount, or £92*8.340.5, 

The present value of the annual premiums of £1 each 
paid by those living during the first four years is obtained 
by adding up the first four items in column 4 of the table on 
page 18, and this amounts to £3,592*05796. The amount 
we want, however, is £135,637*715; and, dividing this 
figure by 3,592*06796, we obtain £37*7326 as the annual 
premium required to be paid for an endowment assurance 
for £100, assuming the age at entry to be 90, that the sum 
assured has to be paid on attaining age 94, or at death if it 
occurs between these two ages, and assuming also that 
interest is earned at the rate of 3 per cent, per annum, and 
that the deaths occur as stated in the Mortality Table. 

In kindred ways to these the premiums for policies of 
other kinds may be readily ascertained. We may want to 
know how much we ought to pay for a term policy wMch 
piovidds for the sum assured to be paid if deftth oocttft 
inHan the term oi 3, 5, 7, or any other ndinfaer of |eiut| , 
and not otherwise; or we may want to J|||^ 4^, 
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premium we o^t to pay for some kind of policy, 
supposing we wwled to arrange to complete the entire pay* 
ment of premiums in 5, 10, 15, or some otli?r number of 
aimui||i payments. In such ca.scs the pwinium may be 
ascerbatned on the same principle as in tin* illustration wo 
have just gi\en. 

It must, of course, be borne in mind that the premiums 
asccitained in this way are the net or pure premiums, to 
which no addition has been made as pro\ision for expenses 
of management or for future proHts. This subject of 
addition for expenses we will consider in another chapter, 
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Before we go any further we must give a more detai ed 
consideration to the lost column in the tables, on pages 19, 
20, and 23, showing the way in which the value of an 
anntfity and the single and annual premiums suffice to 
meet their respective claims. That column shows the 
amount of the reserve that a company must have in hand 
in order to meet the claims as they mature. 

If we take the case of a single premium first, it is clear 
that the reserve that a company must have in hand is the 
amount of the single premium for the attained age of the 
assured, Injcause this is the cost of the assurance, and the 
office has nothing more to receive fiom the assured. Thus 
the single premium for the assurance for j^lOO of a person 
aged 90 being £95*8780 (see p 25), the reserve that an 
office must have in hand, when a number of policies, at 
whatever age they were commenced, have attained the age 
of 96, must be £95‘8780, the diffei-ence between the original 
amount that was paid and the amount required as reserve 
being provided by the interest that has accumulated. 

The present value of the liability under a policy on a life 
age 95 is, as we have just seen, £95-876 ; but in the case of 
a policy effected by annual premiums the Life Office need 
not have this amount in hand because the policy-holder will 
have to make annual payments during life ; therefore^ Jf we 
deduct the present value of what the office will receive ifwa 
the present value of what it will have to pay we obtain the 
present value of its liability, which is the reserve the oftm 
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must have in hand, or, as it is often called, the policy value. 
Thus, in the case of a policy effected on a life at age 90 
that has now attained to age 95, the reserve is .£95’878, less 
the p!<i8ent value of the future preniiuins tHat will have to 
be paid. 

In the table showing the value of an annuity we have the 
present value of £1 per annum on a life age 95 stated at 
iI-4152, but the first payment in the case of an annuity is 
to bo paid at the end of the year, while in the case we are 
considering the next premium is supposed to bo due iy)w-j 
the value of £l per annum, the first payment being now due, 
is then obviously £\ more than the >£'4152 stated in the 
table, and is .£ 1*4 152. The annual premium at age 90, 
which is what the office will receive, is not £1, but 
X33'5846, and the present value of this amount is £1*4152 
multiplied by 33*5846, or £47*530. 

We thus get these results : — 

Tho proiont value of whiil the office will pay is ... £0j 87^ 

,, ,, ,, „ r('('(‘iv(' is .. £17 1>30 

„ „ the liability uncloi tlic j>olicy is... £18 348 

which is the amount shown in the table on page 20 as tho 
reserve at age 95 on a policy effected at age 90. 

This is based on the assumption that the mortality will 
be according to the H'“ Table ; that interest will be earned 
at 3 per cent. ; that the annual premium is just due, but has 
not been paid ; and that we are considering the net pre- 
mium, and leaving the matter of expenses out of the 
question. The following table shows the reserve required 
on this basis for different ages at entry and various durations 
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1 Reserve or Policy Values on Whole-Life Policies for ^BlOO I 


effected by net Annual Premiums at a<re stated, after being 1 
in force cf or the number of years shown in Col. 1. H'“ 1 


Mortality Table 3 per cent 




Nuiiibo 

of 


Age 

when PoHcj was commenced. 

IT' ■ 

Ytais 
la four 

1 20 

1 so 

1 40 

' .W 

1 60 

1 


1 X, 

1 ^ 

1 .■*: 

! 

£ 

1 ^ 

T) 

4 300 

6 135 

8-708 

12 100 

16 180 

20 8.33 

10 

9 440 

12 897 

18 045 

24 573 

31 8.57 

.38 060 

1.) 

14 996 

20 481 

27 962 

36 777 

46 053 

51 168 

20 

21 119 

28 614 

.38 183 

48 601 

57 793 

64 215 

2.) 

27 987 

37 2.52 

48 186 

59 309 

66 725 

81 516 

:io 

35 3.53 

46 156 

57 876 

68 164 

75 615 


35 

43 175 

54 868 

66-6.52 

74 901 

87 405 

1 

40 

51 238 

63 309 

73 909 

81 607 


1 

in 

59 128 

70 953 

79 430 

90 500 



no 

66 772 

77 274 

84 926 


1 


55 

73 69.5 

82 083 

92 214 




00 

79 419 

86 870 

, 

1 





This question of liability under existing policies is what 
a Life Assurance Company has to determine periodically at 
its valuation ; particulars in regard to which, compiled in 
a certaM prescribed way, have to be deposited with the 
Board of Trade in accordance with Act of Parliament. The 
cases we have been considering are extremely simple, but 
tlie actual carrying out of Che valuation is an intricate 
matter, owing to the great variety among the classes of 
policies, the ages at entry, and the periods they have been 
in force. 

The general basis, however, on which this valuation is 
made does not require any actuarial knowledge to form an 
opinion about. A Mortality Table has to be adopted which 
allows for a mortality at least os great as is likely to pccur^ 
while the rate of interest assumed ought to be less than may 
confidently be expected to be realised. The liability for , 
future expenses is usually provided for by assuming thi^ the 
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amount which a company will receive from the policy- 
holders is only the net premiums for the age at which the 
policy-holders entered, and not llie gross {jremiums which 
is w^t they will actually pay, the “ loathing ” or difference 
between the net premiums and the gross premiums being 
entirely reserved as a provision for future expenses. 

A valuation, then, consists briefly in determining the 
present value of the claims which under existing policies 
the company will huA e to meet, and deducting from this the 
present value of tho payments which under existing policies 
the company is going to receive, the difference between tho 
two constituting the present value of the company’s 
liability and Ijcing the reserve which it must have in hand 
in order to meet the future claims as they become due. 

We shall see that a Life Office in a flourishing condition 
invariably has a larger amount in hand than is required to 
meet its liability, and this excess of assets over liability is 
called surplus, which is available for distribution to policy- 
holders entitled to participate ; but before considering the 
question of surplus, we must devote a little attention to the 
subject of expenses. 
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III considorin^f tlu* way in wJncliprtniiUms alt, calculated, 
we li ivc 80 fir excluded the question of expenses I Ins h is 
been done foi tie sikt of siniplieit^, but they must, of 
course, be taken into account in setthn„' liow much in 
Insurance Conqiiny is to cliii^^e a policy lioldti foi his 
assurance It is ncccsisaiy to add something to the net 
premium, which IS whit wt ln\( hithei to bet n discussing, 
in order to ail i\e it the oHut ])icmium, wlneli is whit i 
policy holdei liis to pi} The iniount addtd ti the net 
premium, in oidei to obtun the ottiec jueimum, is called 
the “loading ’ 

In the CISC of policies which do not pirticijiate in 
piohts, the loiding only his to be sutlicieiit to co\ci the 
expenses and such 111 11 gin as iniy 1 > consitlcicd necessary 
for contingencies, such as the deatli rate lie mg in excess ot 
th it provided foi by the Moitaiity Table, or the late ot 
inteicbfe eirned on tlie funds of tlic company being less 
thin the rate of interest assumed incalculitmg the premium 
lates This addition of “loading” is detei mined by the 
chf erent offices in an arbitraiy manner, depending upon the 
opinion of the actuiiy, who is responsible Foi most kinds 
of policies it 18 a iixed percentage of the premiums, but in 
certain cases it is better to make the loading a percentage 
of the sum assured rathei than of the premiums 

The Mortality Table that we have conaidered m 
previous chapters is that issued by the Institute of Actuaries, . 
and the rate of interest we have assumed is 3 per cent., but 
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the rates of many companies are baaed upon the Carlisle or 
other Mortality Tables, and have not been revised upon the 
basis of those of the Institute, while some other rate of 
inteiBst than 3 per cent, may have been sftlojjted ; hence the 
comparison of the office premiums vith the net premiums 
described in previous chapters will not, in most cases, show 
cither a uniform amount or a uniform percentage of load- 
ing ; but in ord(*r to obtain some idea of the proportion 
added for expenses the following table is given, showing the 
average rate charged by the whole of the ordinary Life 
Companies doing busine.ss in tin's country for whole-life 
policies of <£100 without participation in profit<s, below 
which are the net premiums without any addition for 
expenses, calculated by the If" Mortality Table with 
interest at .3 per cent. ; the difference given on the third 
line sliows the amount of the loading, and on the bottom 
line the percentage of the office or gross premiums tliat this 
loading forms. 


Table showinpf the amount of Loading and the proportion of 
Loading percent, of Office Fremiuma by comparison of the 
average Premium charged by the Life Offices for Non- 

Participating Whole-Life Policies of £100, with the net 

1 Premium by Hm Table at 3 per cent 






Ago at iiitrj 


Itims 







•2j 

20 

1 40 

! w 

1 fO 


£ 


1 

~r~ 


Average Office Premium 

1 8.-;4 

2104 

2817 

4 016 

6 362 

Net ih’emium 3 7o 

1 G25 

1 879 

2 589 

3 800 

5 987 

Difference - Amount 

0 229 

0 225 

0 228 

0 246 

0 376 

Difference— percentage 1 | 
ctf Office Premium . / 1 

12 35 

10 69 

8 09 

6 08 

5 89 


In the case of policies that participate in profits, the 
loading is increased in order to provide, pot merely for the 
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expenses incurred, but for the bonuses or profits that will 
be added to tlje policies in the future. This is shown in 
the next table, which sets forth the average oflSce premiums 
charged by all ordinary Insurance Companies doing buJ?ness 
in this country for whole-life policies of £100 with partici- 
pation in profits. 


Tabic showingf the amount of Loading and the proportion of 
Loading par cent, of Office Premiums by comparison of the 
average Premium charged by the Life Offices for Partici- 
pating Whole-Life Policies of £100, with the net Premium 
by H"* Tabic at 3 per cent 


Ixf MS, 


Age at ciitij 









r> 

80 

40 

1 '*0 

1 CO 


£~ 

I £ " 

£ 

£ 

"£“ 

Average Office Premium 

2 162 

2 446 

3 237 

4 558 

7 046 

Net Premium H'“ 3 7o 

1 625 

I 879 

2 589 

8 800 

5 987 

Difference — Amount . 

0 .').37 

0.567 

0 648 

0 758 

1 059 

Difference— percentage | 
of Offioe Premium . j 

24 85 

23 18 

20 02 

16 63 

15 03 


If now we compare the loading of non-participating 
policies with the loading upon participating policies, we 
find that the diflercnco between the two amounts is as 
follows : — 

Age at Entry 2.> 30 40 50 60 


)mit of londingl 
i parlicipiting Vo 537 ... 0 5i 
policies. ) 

)unt of loading^ 
ion-participating >0 229 ... 0 2J 
policies. ) 


567 ... 0 648 ... 0 758 ... 1 C59 


0 229 ... 0 225 ... 0 228 ... 0 246 ... 0 375 


Loading for „ ,2, , 5,2 , 

' profits. Amount ) 


Ditto percentage 
of participating 
premituns. 


j-U 25 ... 13-98 ... 12 97 ... 11-23 ... 9 71 
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It is worthy of special notice that this extra loadirtg, or, 
in other words, the additional cost of participating policies, 
as compared with non-participating policie^ amounts in 
practifcally all cases to a smaller ainouit tlian is sub- 
sequently returned to the participating policy-holders in 
the form of bonuses. The reason of this is that it is neces- 
sary for the security of a company, undertaking contracts 
that may possibly run for a period of fifty years or more, 
to provide against adverse fluctuations both in regard to 
mortedity, in reg.ird to interest, and in regard to expi'nses. 
In the case of participating policy-holders the provision so 
made for the sake of safety is returned to them, should it 
prove that either the expenses or mortality have been less 
than so provided for, or tlie interest greater than was con- 
templated, wliile in the case of non-participating jiolicies no 
such return is made, should the conditions prove more 
favourable than were provided for. 
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SOUECES OP SUEPLUS. 

The difference between the actual cost of Life Assur- 
ance and tlie premiums paid, wliich produces the surplus 
out of which bonuses are distributed to the policy-holders, 
is derived from various sources. 

(1) The number of death.s occurring within a certain 
period may be less tlian the number stated in the Mortality 
Table, which would mean that the company in a given 
time would have to pay a smaller number of death claims 
and, under most policies, receive a larger number of pre- 
miums than was calculated upon. The gain from this 
source forms the surplus derived from a favourable 
mortality. 

(2) The calculations may have estimated that the ex- 
penses would cost, say 20 per cent, of the premiums 
received, while tlie actual expenses may only have been 
10 per cent, or 15 per cent, of the premiums received, 
and the difference between these two forms the .surplus 
derived from the loading for expenses. 

(3) The Life Office, in making its calculations, may 
have assumed that its funds M’ere going to earn, say, 3 per 
cent., whereas in actual experience they may have earned 
as much, perhaps, as 4 per cent., the difference between the 
two being the surplus derived from interest. 

(4) Some ot the policies, which it was supposed in, the 
calculations would remain in force until death, or until tbe 
time fixed for the maturity of the poUoy/my have been 
discontinued and surrendered to the oon^iaiijr ior a dlfitall^r 
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amount than the reserve whicli the company liad accumu- 
lated, and the difference between tlio reserve and the 
surrender value constitutes the surplus derived from sur- 
rend^; although, ns wo shall see j)reso<itly, surrenders 
are in some ways disad\ant.igeous to the company. 

(5) Sometimes a policy which has been taken out is not 
able to be kept up long enough to gi\e it any surrender 
value, and it consequently lapses witliout any payment 
being made by the company to the )>oliey-holder. Tn this 
case, the difference between tlie premiums paid by the 
policyholder and the cost to the company of the risk 
while the policy was on its books, and of tlie expenses 
appropriate to the policy, forms the surplus derived from 
lapses. 

(6) In addition to these sources of sur])liis an ollico 
may earn a profit on investments, especially from such 
classes of securities as Life Keversions, and may make 
minor amounts from other miscellaneous sources. 

We will now consider the chief .sources of surplus in 
greater detail. 
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SUEPLUS DEEIVED PBOM 
EAVOUEABLE MOETALITY. 

Tn order to spo the amount of surjdus dorhecl from a 
favourabl (3 mortality we will tak(‘ a perfectly simple case, 
uiicomj)licated hy (juestions of expenses, surrenders^ lapses, 
or variation in the rate of interest earned. We will .su[)po.so 
that an oHiue has in force on 1st January 82,284 policies 
for £100 each which commenced 10 years previously ; that 
the policy holdeivs were a-^e 30 at entry, and age 40 when 
the period we are observing commenced ; that they pay the 
net premium of j£l‘8795 per annum required by the H"' 
Mortality Table at 3 per cent, for age 30. We will assume 
further that the interest earned on the funds is exactly 3 
per cent., and that the claims are all paid on the Slst 
December in each year. 

The company, at the time when our observation begins, 
luis in hand the precise amount of re.serve required by the 
H"' Mortality Table at 3 percent., namely, £12'8978 for 
each policy. This sum, multiplied by 82,284, the number 
of policies in force, gives £1,061,283 as the funds at the 
beginning of the period, to which we must odd 82,284 
premiums of £1*8795 each, i,e. £154,653; combining these 
two amounts and adding to them interest at 3 per cent., we 
obtain the sura of £1,252,414, from which, if the deaths 
occur according to the Mortality Table, we have to deduct 
claims amounting to £84,800, leaving £1,167,614 at the 
end of the year. This amounts to a reserve of £14*3378 for 
each of the 81,436 policies remaining in force, and is 6xae% 
the reserve required by the H® Mortali^ Table at 8 liif . 
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Table illustrating the working of an Insurance Funcl and showing 
the Surnlus derived from Fa\ourable Mortality. 


Fust Hecrtiid TIiikI Fmiitli Fifth 
Yeai, I \cai i ^eai. Year Year. 


Nnnib'r of Policies in) 82,281 81,4.10 80, .582 79 717 78,830 

foicc Jamiaiyl ' 

Fiinils Jimuarvl . |1.061,233 1.167,011 1,271,893 1,;«2,637 1,480,730 

Tapitt A ru'cucd ) 153 0)9 151 151 119.828 148 161 

TABLE A £1 879) eat h. J.in. 1 ) 

«r/.i.foiUT7 Fundi plus PrenmiiiH 1,215, 9.8) 1 .120,073 1,120 117 1,5.12,405 1,037,900 
Intcroit at 3 per cent | .ttU78| 3!)«,20 12 71W 45 974 19,137 

Funds, Prenuunis, and ; 1252,411” 1,300,293 1,409,137" 1,578,139 1,687,037 
Premiums' Interest . . . ) 1 ’ ’ 

not. I Plauns, ilOOcAth. Dc H gigQo 85 400I 80,500 88,700 91,100 

cembor il . . . 1 1 - _ 

Expenses I Funds Docombcr31 . 1,167,614 1,274,893 1,.182,6.17 1,489J39 1,595 937 

^>^“1 

Interest Reserve H"*3,< on each) ,1,0.0 ir,8)ii nain 188081 PO-istm 
3percont.i Policy Doccmber3t» 

I ^?M>olieic8?“l)oc'^^3n I.W7.011 1,274,893 |l,.^82, 637 1,489,739 1,505.937 

"■> I "" I 

Number of Policies in ' 82,284 81,006 80,921 80,226 79,512 

force. January 1 . l — 

Funds. January 1 . 1,061,283 |l,l»l,61i 1 3(KJ, 032 1,410,075 4,503060 

Table IJ Premiums received, ( 1,1,65.11 153,178 152,091 1.50,785 1 149,443 

£1’8795 each. Jan 1 1 „ ’ _ | 

Mortality Funds plus Premiums 1,21.5,936 1,337,992 1,461,723 1,586,860 1,712,509 
SW Interesrat 3 per cent 36.478 40,140 , 43.852 47.006 51,375 

Hi" Funds. Premiums, and ) 1,252,414 1.378,132 1,505,575 ,1,634,466 1,7&1,884 
Interest ... I 

Premiums Claims, £1W each Do )< gy sOO 68,500 ' 69,500 71,400 73 500 

net. comber 31 . . 

L nses Pece»^bcr31. |l,18l, 614 ,l.309,6K 1,436,075 1,563,066 ^,384 

Axponses dumber of Policies in ) 1 g,;gQ(, } 80,921, '80>26 , 79,512 1 78,777 

force. December 31 ) 

Interest Re^rve 3^^ on each ) 413378 1382111 17'3443 18-8981 20 4820 
3 per cent Policy. December 31 1| 

Reserve H- 3^ on total ) j ,70 031 ,1,280,258 1,391,464 1,502,626 1,613,511 
of Pouoles. liec. Ji . ) 1 

^Pndor A. Under B, Difference. 

Total PHftiiumsKWolved . • WJM O**” «nder B, 

Total Interest received . . 1^’ ” ” 

Total Cfalims paid. . . . 436,500 350,700 85,800 

^I^aidotpntod; iufeWTiAlW 
fimn fayoantUe mortality . » . . 
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cent. There is, therefore, no surplus, as of course both the 
mortality and interest have been precisely what was 
calculated *upon. 

The opera#don of the fund on this basis is shown in the 
preceding table for live yeara, the conditions we have just 
considered being marked “ A.” In the lower part of the 
table is another set of conditions marked “B,” the only 
difference between the two sets of conditions being that in 
the one case the mortality occurs according to the H"* 
Table, and in the other case the mortality is only about 80 
per cent, of tlie tabular rate. 

Table “ B ’’ commences with the same number of policies 
in force, the same amount of funds, receives in the first 
year the same ainount of premiums, earns the same rate of 
interest, and has the same amount of funds in hand, 
namely, i!l,2o2,41 1, out of avhich to pay the claims; but, 
as only 678 deaths occur instead of 818, the funds are 
reduced by a smaller amount, and are, consequently, larger 
at the end of the year ; but as the claims were fewer during 
the year, a greater number of policies remain in force, and, 
providing the same reserve for each policy as we provided 
in the former case, it is iiece.ssary to have a larger total 
reserve in hand to meet futui'C liabilities. This total 
reserve must be £14*3378, multiplied by 81,606, which 
amounts to £1,170,051. If we deduct this amount from 
the funds in hand at the end of the year, we leave a surplus 
of £14,563, which is the amount of .surplus arising during 
one year from a more favourable mortality than w’as 
calculated upon. 

Table “ B ” shows the operation of the funds on this 
basis for five years, and we see from the last coluHhi that 
the surplus gradually increases from year to year, being 
£14,563 tbe first year, and £76,873 at the end of the five 
years, This If^tter amount incladeq.ea^h of the former, etl|; 
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is the surplus e-iriied duiiiig the whole of the five years — 
not the suiplus c lined in the fifth jeai alone 

If wo luld up the lines in each of the tablet “ A " and 
conveniently check the lesults ^nd see that 
they are coriect, and we tan, by coinpanrig the totals of 
the columns of “ B " with the coiiesponding tot ils of “A," 
s"e exactly how the suijilus arose Owing to the greater 
number of policies in foice unilei conditions “B than 
undei conditions “A,’ the formti shoMs a gviri fiom 
jnemiurtis of £3,193, owing to the fund being laigoi in 
“ B ’ than in “ A tlicie is a gun fioin intciC'.t of £3, 152 , 
and owing to the amount of claims being less in ‘ B ” than in 
“A” there is a further gun of £85,800, the three items 
together mahing a total gain of £9 1, 1 17 But, ns theie are 
alirgei nuinbei of policies leinaining in foice iindci “B” 
than under “A, ’and, as the icsene on ( icli policy 1ms to 
b. the sinie in both cases, time is a gic itoi lubility undei 
“B’'than undei “A,’ the inciease in the lability being 
£17,571, if we deduct this from the total gun of 
£91,447 we obtain the surplus of £70,87 1 This amount la 
(callable for distribution among the 78,777 policies winch 
remain in foice, averaging 19s Cd for exch policy holder 
It will be obsened tint a fivouiable mortality means 
thit the policyholders li\e longei than according to the 
Mortality Table it was expected they would live Their 
deaths are bound to come some day, but the longer duration 
of their lives implies the receipt by the Assurance Company 
of a larger number of piemiums, and involves a longer time 
during which interest can accumulate on the funds, which 
are larger in amount owing to the claims not having to bo 
paid so as the Mortality Table contemplates. It will 
be noticed also that, although in the above table interest 
Has of necessity been reckoned, it has been calculated in 
ItwtH ** A and B at the assumed rate of 3 per cent, and 
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none of the surplus that was earned was due to the rate of 
interest being in excess of the rate assumed. 

By the, help of these tables several matters of great 
itnprtaiice in Life Assurance become clear. In ^e first 
place we see the necessity for making a careful medical 
examination before accepting a policy-holder, because if 
unhealthy lives are admitted at ordinary rates, the mortality 
is likely to be above rather than below that stated in the 
Mortality Table, and it will readily be seen that, instead 
of being a source of surplus, the mortality may become a 
cause of loss. 

Another point on which some emphasis should be laid is 
that lives which have recently passed a strict medical 
examination show a mortality considerably less than the 
average for the same age, and that, therefore, a large influx 
of new business tends to produce a favourable rate of 
mortality. 

Unfortunately, it is not at all easy to obtain any satis- 
factory figures about the actual mortality experienced by 
diflerent companies, and almost, if not quite, all the com- 
parisons that are 8ometinie.s published, based upon the pro- 
portion of the amounts of death claims to premium income 
and other kindred comparisons, are entirely devoid of value, 
because so many other circumstances enter in and tend to 
disguise the real eflfect of the mortality. People well 
acquainted with insurance matters know pretty well what 
sort of mortality diflerent offices are experiencing, and what 
kind of care they take in the selection of new lives ; but it 
is a point upon which the general public is scarcely able to 
form an opinion, although the matter is one of great 
importance. 
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SUBPLUS DEBIVED PBOM 
LOADING. 

In the last section we hail an illustration of the effect 
upon the surplus of a more favourable mortality than was 
assumed in the Mortality Table. In that illustration wo 
paid no attention to the question of expenses, and calculated 
tl»e interest throughout at the rate assumed. 

We will now take the matter of surplus a step farther, 
and, letting the mortality be the same as in Table “B,” 
which is what we suppo.sed to have been actually 
experienced, and still retaining the rate of intere.st at 3 
per cent., we will see what amount of surplus arises out of 
the loading. The loading, it will he remembered, is the 
amount added to the net premiums as deduced from the 
Mortality Table,' in order to provide for the expense of 
managing the business, for future profits or surplus, and for 
any contingencies that may arise. 

The average rate charged by the companies doing 
business in Great Britain for a whole-life participating 
policy of £100, age 30 at entry, is about £2 Os. Od., or £2-45 
per annum. Therefore in the next Table “ 0 " the amount 
of premiums received is £2'45 multiplied by the number of 
policies in force at the beginning of each year. Thus, the 
total pr emiums amount to £991,145 instead of £760,350, 
which is what the net premiums in Table amounted 
to. T||ie difference between these two amounts is the 
loading, the amount of which we supposed to have been 
absorbed by expenses. 

For cQQvemence in making out the table, ve will awame 
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is 


T.iblo fehowin^ Surplus Perived from Various Sources, in five years. 


Rtfcrence Letter. 

Mortality .... 
Premiums, amount of each 
E.xpcn803 .... 
Itato of Interest earned . 

F\inds at boifinmuK of period 
Total Premmms reoencd . 
Interest 

Total Income. 

Claims 

Expenses 

Total Outgo .... 


I Hill 80^^ Hill 80 '4 Hill 

£ 1-8795 I £18795 j £J 45 

omitted .omitted, 

I 3. ' 3/ I 3/ 


'SO^Hin 80 %Hiii 
£2 45 £2-45 

8 Of I 8 % of 
Pri'iiiiiini Preiiiiiiiii 

3 < I U 


Funds at end of Period (In- > 
coino-Outgo) . , .1 

itoservo ilm. 3 „ net Pre- 1 
miuins . . . . i 

.Surplus 


£ £ £ , 

1,0(51.283 1,061.283 1,061,283 1,061,283 1,061, 
7.57,1.55 1 760,3.)0 991.145 SKJI,145 991,145 

21.3.999 I 219.4.511 2‘26..'m 23(5. 254 _320^897 
2,032,437 2,041,084 2,278,802 2,288,682 2,373,325 
436 500 i 360,700 I 350,700 150,700' 350,700 
__nil I 237 7J8 79^29P_79.29I 

130,500 ~ 35(1,700 588 418 429,991 429,991 

(..595,937 1.090,334 1,(590 381 1,858 631 1,943,331 

I,.595,937 1.61.3,511 1,613,511 1,013,511 1,613,511 

ml I 76,87.3 7(5,873 1 2(5,180 329,823 


Surplus dcrisod from Mort.vUty . . £76,873 - 0-= £76.873 

Loading , . £245,180 - £76.87.3 = £1(58, .307 

Iniorest . . £329,823 - £215, 180 - £84,64 J 

Total Surplus £329,823 


that the ex[)en.se9 are all payable at the end of the year, and 
that they absorb the entire loading, together with interest 
upon it, at the rate of 3 per cent, for the year. The only 
difference between Table “C" and Table “B” is that in 
“ C *' the income is increased by the premiums being gross 
instead of net, and the outgo is increased to a corresponding 
amount by the expenses being added to the claims' and 
deducted from the funds ; the result is that the funds at 
the end of the period, and consequently the surplus, are 
precisely the s.ame in Table “ C ” as in Table “ B.” 

The Tables " 0 ” to “ E ” have been worked out in the 
*Ame way as shown in “A” and ‘*B ” (p. 43), but it hi 
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necessary to show the results as a whole without exhibiting 
the details. 

If now we turn to Table “ D," we see that tBe premiums 
are th«^ same as in Table “0,” but thattthe expenses, 
instead of being the whole of the loading, are a mucli 
smaller amount. We have supposed that 8 per cent, is 
absorbed in commission and expenses, and when this is 
added to the claims and deducted from the funds, we see 
that the funds at tlie end of the period are considerably 
more than under the conditions assumed in Table “C”; 
the reserve required in both cases is the same, and the 
consequence is that the surplus is considerably more. If we 
look at the total results for the five years, wo find that the 
saving in expenses or 

IV gjiin from loiiding is “ C ” £2.37,718 loss “ D ” £79,291 = £158,427 
Thognin from iniorest is “D ” £236,254 „ “C”£226,37l= £9,880 

And the tohd gain i« £168,307 

The total surplus under Table “D” is .£245,180, of 
which, as we saw, ^76,873, the amount shown in Tables 
“B” and “C,” was derived from a favourable mortality; 
the remaining £168,307 wa« derived from the expenses 
being less than were estimated. In both the cases we have 
considered so far, there appears to be a gain from interest, 
but it must be remembered that this is not a gain from the 
rate of interest being in excess of the rate that was 
anticipated, but is simply derived from the larger amount 
of fimda 

The question of the amount of loading added to the net 
premiums in order to produce the gross premiums ii another 
matter of great importance in Life Assurance Obviously, 
if o^er things are equal, an office that adds a comparatively 
sMl amount for loading cannot earn so huge a sur^tu afi 
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an office that adds a large amount ; hence it is clear that in 
comparing the bonuses that different offices allot to their 
iwlicy-holdeffs, it is necessary to take into consideration the 
amount of prcpiium that is charged. An office charging a 
high premium should be able to give a large bonus, while 
an office charging a low premium would, of course, have a 
smaller amount available for distribution of bonuses. 

It is impoitaiit also to consider the proportion of the 
premiums received that is actually absorbed in commission 
and expenses. This is an intricate matter to judge fairly 
about, and one upon which undue stress is sometimes laid. 
It is not enough to simply consider what percentage of the 
total premiums received is absorbed in expenses, because the 
expenditure upon new business is a great deal more than 
the expenditure ujion old or renewal business, and unless 
we take into account the amount of new business that an 
office is obtaining, we cannot adequately judge of the 
amount that may wisely be devoted to commission and 
expenses. 

It was for this reason that in the illustration in Table 
“ D" the expenses were put at 8 per cent., which is lower 
than most companies are working at. If no distinction is 
made between the cost of newi and renewal business, 8 per 
cent, is a very low allowance to make, but as the illustra- 
tion in the table was concerned entirely with renewal 
business, and new business did not enter into consideration 
at all, the rate of 8 per cent, is a fair average allowance 
for expenses, being indeed rather high than otherwise. We 
shall have occasion to refer more fully to the question of 
expenses later on (pp. 141-144). 
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SUBPLUS DEBIVED 
FBOM BABNING A HIGHEB BATE 
OF INTEBEST THAN WAS 
ASSUMED. 

We must now carry our consideration of the sources of 
surplus one step farther still. In Table “ A,” on page 48, we 
showed the working of the fund on the assumption that the 
mortality and interest were precisely as calculated upon, 
and found there was no surplus. In Table “B” we 
assumed that the interest was exactly what was estimated, 
but that the mortality was more favourable than the table, 
and, consequently, there was a surplus due to a favourable 
mortality. In Table “ C " wo still supposed the interest to 
be at the original late, but took the more favourable 
mortality actually experienced; we then worked on the 
gross premiums and supposed the expenses to exactly 
absorb the loading as in the original calculation. Thus 
Table “C” brought out the same surplus as Table 
“ B,” the whole of it being due to the more favourable 
mortality. In ’Table “D,” retaining the rate of interest 
originally assumed and the mortality actually experienced, 
we put the expenses at 8 per cent, of the premium income 
and found a surplus in excess of that due to favourable 
mortality, the whole of tho excess being due to the actual 
expenses being less than the expenses tiiat were calculated 
upon, und forming the surplus arising from loading. 

We now have to assume, not only that the morta^^r 
and ei|lenies^>hut that the rate of interest aho, is di^rM 
fiwtd thlt aasumed. ' will take the 
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interest at 4 per cent, instead of 3 per cent. The results of 
this are shown in Table “ E.” The policies in force, the 
amount of jfremiums received, the claims and eximses, and 
the reserve required at the end of each year, are ptecisely 
the same as in Table “ D,” the only difference being in the 
rate of interest earned. This, as may be seen from the 
table itself, is (£320,897 — ^236,254 = ) £84,643 more than 
when the interest earned was 3 per cent. We thus have a 
surplus shown in Table “ E ” at the end of the fifth year, 
of £329,823, which was made up as follows : — 

Surplus from Mortiility, B— A £/6,873 

Surplus from Loading, D — B or C ... ... 168,307 

Surplus from Intorost, E— D 84,643 

Total £329,823 

These are the most important sources of surplus, and 
as a reserve has been made according to the H"‘ Table 
at 3 per cent, interest, on the assumption that the whole 
of the loading will be absorbed in commission and 
expenses, the office has provided adequately for meeting 
its future liabilities, and, therefore, the whole of this 
surplus would be available for distribution among the 
78,777 {see Table “B,” p. 43) policies that remain in force. 

If the whole of it were divided equally it would give 
a cash bonus of £4 3s. 9d. for the five years, of which 

The amount due to Mortality is £0 19 6 

The amount due to Loading is ... ' 2 2 9 

The amount due to Interest is 1 16 

Total £4 3-9 * 

or an average of about 16s. 9d. per annum returned out of 
an annual premium of £2 9s. Od. This is of . 

Ia$9i*nw Cwp«v 
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Some companies charging about the premium we have 
assumed give a cash bonus considerably more than this, 
while others give a bonus that does not amount*fco so much. 
The c«e we have taken is, of course, simple in the 
extreme and free from complications which arise through 
the policies having been effected at different ages at entry) 
and having been in force for varying lengths of time. The 
policies have all been of the same amount and for the 
whole of life, while new business, surrenders, and lapses 
have been left entirely out of account. It will not, of 
course, be supposed that any Insurance Company actually 
experiences such simple conditions, but the illustrations 
suffice to show clearly the principle on which a surplus 
accumulates. 
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Besides the principal sources of surplus which we liave 
just been discussing, a certain amount of profit is obtained 
from policies that are surrendered. If a policy-holder is 
unable or unwilling to continue the payment of the premium 
that is required to keep his policy in force, most insurance 
Olmpanies are prepared, if the policy Las been in force for 
two or three years, to pay to the assured some part of the 
reserve which has accumulated on the policy. There is no 
uniformity of treatment adopted in this respect by the 
different companies. Some offices, in order to reduce the 
matter to a definite statement readily intelligible to the 
policy-holders, undertake to return a definite percentage of 
the premiums ; other offices Imse the amount of the sur- 
render value on the reserve or policy value which was 
described in a previous section; while yet other offices settle 
each application for surrender value on its merits, apparently 
with a pleasing disregard of rule (pp. 160-162). 

We saw that the surplus shown in Table “E " (p. 62) 
amounted in five years to £4 3s. 9d. for each £100 policy, and 
assuming that 1 per cent of the total policies in force are sur- 
rendered eveiy year, and that the office allows a surrender 
value equal to half the premiums paid, which ia% fairly 
liberal allowance, we find that there would be a profit from 
surrenders of about Ss. 9d., for each of the surviving policies 
at the end of the five years. This is equal to 9cl per e^um 
from surrenders, in addition to the Ifis. 9d, per ann^ ^ 
ai^g from the more important soupoes of 
although is thus a diliwt to ft |||^ 
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is an indirect loss which partially, if not wholly, counter- 
acts the gain. ^ 

In the first place it is normally disadvanftigeous to a 
company for the total sum assured to d^ciease, and if 
surrenders or lapses occur, it is necessary for an office 
to make up for the diminution so caused by obtaining 
an equal or larger amount of new business, and owing 
to the extra commission and other expenses connected with 
new business, a greater expense is involved than in the 
continuance of old policies. Moreover, tlie cessation of 
any particular policy does not practically reduce the 
expenses of an office, although it may have a slight effSb 
upon the commission, but leaves the same amount to be 
spread over a smaller number of policies, and therefore 
increases the average rate. 

In the case of policies that do not pai-ticipate in profits, 
it is reasonable to expect that they would 1^ a source of 
profit for the participating policy-holders, or for the share- 
holders, or for both, and unless in settling the amount 
of the surrender value some compensation is provided 
on this account, the surrender would involve a certain 
amount of loss as compared with expectations. 

It is for reasons such as these that the surrender value 
has to be less than the reserve that an office has in hand to 
provide for the liability on the policies sun’endered, but 
even after making such allowances, it is questionable 
whether the indirect loss does not nearly or quite balance 
the dir^ gain. It is certain that the best offices much 
prefer that policies should remain on their books rather 
than be surrendered. 

Moreover, it is urged, witii a large amount of Ireaipi^' 
that a |>o)icy contract is made for life or for a fixed tfi^ 
iOtlal the surrender of ^e polkrj^ is in some sense a 
of tb mir^ for whidr fi iJenaltr^ mf 
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claimed, and it is said that it is the business of -Life 
Offices to sell Life Assurance, not to buy it. 

On thecother liand, the office accumulates a reserve 
for each poli^-liolder, to at least the greater part of 
which he is morally entitled if he wishes to discontinue 
his policy, and competition, in fixing this amount, has 
produced surrender values considerably more liberal 
than formerly. In spite of this it frequently happens 
that a policy may be sold in the open market for a 
larger amount than the surrender value that the office 
would allow upon it. Tin's method of selling the policy 
to a third party who will keep it in force, is naturally 
more satisfactory to the policy-holder if its market value 
exceeds the surrender value offered by the company, and 
is in most cases more satisfactoiy to the insurance com- 
pany than if the policy were abandoned altogether. A 
recent statement as to the prices realised by auction, as 
compared with the surrender values offered by the insur- 
ance companies, showed that the prices ranged from 105 
to 186 per cent, of the surrender values ; the average was 
127 per cent, or £127 (less expenses) by auction for each 
£100 offered in surrender by the offices. 

On the whole, therefore, surrenders are not a satis- 
factory source from which to derive surplus. Doubtless, 
in some exceptional cases, where a life office is in a weak 
‘condition, the assured, finding their policies unsaleable 
and the continuance of the policy undesirable, may take 
a small surrender value that may yield a l^rge profit to 
the office, but, happily, these circumstances are very rare. 

A further small contribution to surplus is made by 
policies that lapse shortly after being taken out, aid on 
which no surrender value is paid. This may most fitly 
be considered in connection with the effect of new business 
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NEW BUSINESS. 

We have already said that the expenses connected with 
new business are proportionately greater thaii the expenses 
connected with the maintenance of old business. In the 
first place, the commission paid for the intioduction of the 
business is almost invariably a great deal more, besides 
which there are the fees for medical examination, stamps, 
and other direct charges. In addition to this, the cost of 
advertising and the maintenance of branch offices are 
almost entirely attributable to the necessity for obtaining 
new business, so that on the whole it does not seem an 
extravagant supposition to suppose that the cost of new 
business is proportionately ten times as great as the cost 
of renewal business. This means that if 8 per cent, 
of the renewal premiums is absorbed in piovidmg for the 
cost of renewal business, 80 |)er cent, of the fiist year’s 
premiums is absorbed in providing for the cost of new 
business. 

It must, however, be borne in mind that the expen- 
diture varies very widely in different offices. Some com- 
panies would consider the percentages we have named as 
a great deal too extravagant, and sooner than incur such 
expenditure, would, if necessary, abstain from the exten- 
sion of their business ; some companies, on the other hand, 
consider it prudent to pay a great deal more even than 
80 per cent, of the first year’s premiums, in order to obtain 
a lai^ amount of new business, for they hold that the 
advantages of new business more than compensate the 
disadvantages of the heavy expenditure; in yet othef 
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cases the expenditure is considered too great, but it is 
found impracticable to get an adequate supply of new 
business a<^ a smaller cost, and therefore what is con- 
sidered the less of two evils is chosen, and new* policy 
holders are secured at a heavy cost. 

If we consider the matter on the basis -of spending 
80 per cent, of the first year’s premiums, we shall readily 
see that it leaves an inadequate amount as a reserve at 
the end of the first year’s claims. In order to make this 
clear, we will suppose that a company issues 10,000 new 
policies of .£100 each to persons aged 30, -who each pay 
a premium of £2 '45 per annum ; that interest is earned 
at 4 per cent. ; and that 80 per cent, of these premiums 
are absorbed the first year in commission and expenses ; 
and that 8 per cent, is similarly absorbed in subsequent 
years. We will suppose also that, owing to the healthy 
condition of the lives that have recently been medically 
examined, the mortality in the first year is 45 per cent, 
of the tabular rate; in the second year about 70 per cent.; 
and in the third year about 90 per cent. If we work out 
an account on this basis for three yeai-s, and compare the 
funds at the end of each year with the reserve I'eqoired 
on the existing policies, according to the H'" Table at 
3 per cent., we find 

In the first year a deficiency of £9,220 

. „ second „ £3,806 

„ third year a surplus of £1,301 

These are very instructive figures, and they serve to 
explain why insurance companies have to look with the 
greatest care at their expenditure on new businesa We 
see that the first two years of a policy's ejdstenoe may 
very easily result in a loss to the should 
proportkm of tiiese polides ceaae to eoist, and 
it is plain not merely that tb« office could not 
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give any surrender value, but that it would incur an 
appi’eciable loss by the lapsing of the policies. 

It is owing to the heavy initial expendiftire on new 
business that most companies make a rule that no bonuses 
are declared upon the policies until they have been in 
force for either two or three years. Obviously, if the 
expenditure were considerably greater than we have here 
contemplated, which in certain offices is the case, the third 
yejir also would fail to show sufficient funds to provide the 
reserve required by the H“* Table at 3 per ceiit. This 
will make clear the fact that lapses within the first two 
years of eftecting policies may frequently involve a loss, 
although ill certain cases it may produce a profit and 
become to a small extent a source of surplus. This, 
however, would vary with the diflferent conditions of 
various offices. A company having a very heavy initial 
expenditure can hardly hope to make any profit out of 
lapses, except on policies that are issued at excep- 
tionally high premiums, such as Endowment assurance 
policies. In this case the margin between the office 
premium and the net cost of the assurance is greater, 
and may leave a certain amount of profit. 

Those offices who conduct their new business at a 
more economical rate than we have been considering, 
will find that the lapse of a policy within the first two 
or three years of effecting it will result in an appr^piable 
profit, although, for the most part, offices working on 
stHctly economical lines are less likely to obtain policy 
holders who would require to drop their policies imme- 
diately. It will be seen, therefore, that though policies 
that kpse may result in a profit, they cannot as a general 
iplf he regarded as a veiy appreoiaUe source of surplus. 
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We ha^e seen how surplus may be derived from a 
favourable mortality, from loading, from an increased 
rate of interest, and, under certain circumstances, from 
surrenders and lapses. We need not consider in detail 
the more obvious sources of surplus which occasionally 
arise, such as increase in value of investments, and may 
pass on to the consideration of how surplus is to be dealt 
with after it has been obtained. The amount of the 
surplus is determined by the process of valuation whicli 
has been described; such valuations are usually made 
every five years, although some offices value less frequently, 
some every three years, and some annually. 

Having ascertained the total amount of the surplus,, 
it is necea.sai'v in the case of propnetirv officf\s to deter- 
mine what ])roportion of it is to be given to the policy- 
holders and the shareholders respectively. Sometimes 
the shareholders receive a fixed amount or a fixed 
percentage on their capital ; but the more usual arrange- 
ment is for the poli<jy-liolders to receive 80 per cent, or 
90 per cent, of the total surplus. In Mutual offices the 
whole of the surplus that is divided is distributed among 
the policy-holders, and though at first sight it might seem 
that this must be better for the policy-holders than for 
a large profit to be taken by shareholders, yet it is not 
necessarily so, and it cannot be said thiat an office is 
either good or bad for policy-holders because ii hi 
Mutual or Proprietary. We sWl refer to tiub 
later on. 
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In considering the distribution of surplus to tho 
policy-holders, M-e have to settle in the first place what 
policies are to participate, and what proportion of the 
surplus is properly due to each policy, and jiaving settled 
the proportion of surplus that is due to each policy, there 
remains the question as to the form in which the policy 
holder should take his share of the surplus, or bonuses. 

The first question that arises is whether all the par- 
ticipating policies that are in force are to share in the 
surplus or not. We have just seen that policies that 
have only been in force for two or three years may not 
have produced much surplus, even if they have produced any 
at all, and it is, therefore, appropriate that such policies 
should not have bonuses allotted to them until they have 
been in force for a longer time. A bonus is sometimes 
allotted to them from the commencement, but does not 
actually vest in the poHcy until after the lapse of about 
three years — that is to say, if tho policy-holder were to 
die within the three years, the sum assured would be paid 
without any addition on account of bonus. If he sur- 
vives, say, five years, the bonus for five years, or in some 
cases for four years, would be paid. 

The most usual system of distributing the surplus 
that is at present adopted in Great Britain is that of 
letting all the participating policy-holders, with the excep- 
tion of those, perhaps, whose policies have only been in 
force for one or two years, share in the surplus at each 
valuation. If a policy has been in force during the whole 
five years of the valuation period, it is obviously entitled 
to a larger bonus than a policy paying the same premium 
which has only been in force for three or four years, and 
therefore’ the length of time during the valuation period 
urhtdi a poli^ has besQ in force has to be taken into 
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But a more important distinction is made in most 
offices betw'een policies that have been in force for a 
long time and those that have only been issued in recent 
years. A pojicy that has been in existence for* many 
years has accumulated a large reserve or policy value, so 
that most of the surplus derived from interest is earned 
by the old policies, and a fair distribution of surplus 
ought to provide that the gain from interest is received 
by the old policies which have earned it; in the same 
way a policy that has contributed disproportionately 
largely to expenses by being heavily “loaded” ought to 
get a larger share of the surplus derived from “ loading ” 
than other policies receive. 

In order to dixidc the surplus as fairly as possible, 
seveml offices t<iko a great deal of j)ains in analysing 
the various sources of surplus, and dividing the bonuses 
as nearly as possible in proportion to the contributions 
of the various policies to the surplus. This is not an 
easy matter to carry out quite satisfactorily, and there 
is a gi'owing feeling that substantial justice is done by 
the system of giving a compound reversionary bonus, ' 
uniform at all ages. 

A compound reversionary bonus, uniform at all ages, 
means that the same amount is added to every policy 
for each £100 that the policy, with previous bonuses 
added on, amounts to; the bonus so given is payable at 
death, or at the maturity of the policy, and is the same 
for all policies at whatever age the policy-holder was 
when he took out the policy. This system is veiy easily 
understood by policy-holders, and if not strictly so fair 
as some forms of the contribution plan, which anidysee 
the sources of surplus and dmtributes the botmses ao* 
ootdhi^yt ^ substantially oof;^ ipd is iv$de|f 

ade^tei 
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The working of the uniform compound reversionary 
bonus system is exhibited in the following table^ which 
shows how much a policy would amount to if ^t received 
quinquennially a bonus at the rate of SOs. ^er cent, per 
annum on the sura assured and previous bonuses. 


Table ehowing Results on Policy of an Uniform Compound 
Reversionary Bonus of 30s. per cent per annum. 


No of 

Amount of Policy 

Amount 

Amount of 

No. of 

Years 

before each 

of 

Policy after 
each Bonus. 

Years in 

in force. 

Bonus. 

Bonus. 

force. 

5 

£ s d. 

100 0 0 

£ B d 

7 10 0 

£ s. d. 

107 10 0 

5 

10 

107 10 0 

8 1 3 

115 11 3 

10 

l.j 

115 11 3 

8 1.1 4 

124 4 7 , 

15 

20 

124 4 7 1 

9 0 4 1 

1 133 10 11 ' 

20 

25 

133 10 11 , 

10 0 4 1 

143 11 3 1 

25 

30 

143 11 3 1 

10 15 4 

154 0 7 I 

30 

35 

154 6 7 

11 11 0 

105 18 1 1 

35 

40 

105 18 1 

12 8 10 1 

178 0 11 

40 

45 ' 

178 0 11 ' 

13 7 6 

191 14 5 

45 

50 1 

191 14 5 1 

14 7 7 

200 2 0 1 

50 


The bonus being .£1 10s. per cent, per annum is 
£7 10s. per cent, for five years, and the bonus for the 
first five years is just £7 lOs. ; but for the second five 
years the bonus is £7 10s. per cent, upon J6107 lOs., 
and amounts to ^8 Is. 3d., and so on throughout; so 
that the longer the policy has been in force the bigger 
the bonus becomes, as ought to be the case, owing to 
the large surplus earned in most good offices by interest 
on the reserves on policies that have been in force for 
a long while. 

Some offices give a uniform fimpTe reversionary bomM^ 
w^eb meaas.that the same* bonus is given to every poS^ 
4 mie amount irrespective of. previous 
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age at entry, or duration of policy. Thus, if the bonus 
is £2 per cent, per annum, an addition of £10 is made 
every five ly ears to each policy for £100. This at first 
is much more than a compound bonus of 30s., buAi after 
25 or 30 years it becomes leas, and after 50 years the 
total amount of the simple bonuses of £2 per cent, is 
less than the total amount of the compound bonuses of 
30s per cent. This is seen in the next table, which 
shows how the two systems woik out. 


1 Table comparinff results of Compound Bonus of SOs per cent I 


with results of Simple Bonus of 40s 

per cent 



I Amount of Ilonu'.* s 

1 Ainouiit of PoliCKs with 
Uoimscs idded. 


Years 






ConipoumI, 

feimpU, 

40s 

per emt 

('ompoumi, 

1 biiiipk, 

III foue 

ill fuicc 


SOa iKrteut 

SOs percent 

percent 



£ n (1 

£ 

£ s d 

£ 


5 

7 10 0 

10 

107 10 0 

110 

5 

10 

8 1 .H 

10 

115 11 8 

120 

10 

15 

8 18 4 

10 

124 4 7 

180 

15 

20 

1) 0 4 

10 

1.83 10 11 

140 

20 

25 

10 0 4 

10 

143 11 3 

150 

25 

.SO 

10 15 4 

10 

154 6 7 

160 

30 

.S.5 

11 11 0 

10 

105 18 1 

170 

85 

40 

12 8 10 1 

10 ' 

178 6 11 1 

180 , 

40 

4.5 

13 7 0 

10 

191 14 5 

190 1 

45 

64 

14 7 7 1 

10 , 

206 2 0 

200 

60 


When we see that an ofiice gives a uniform rever- 
sionary bonus of so much per cent,, it is necessary to 
know if it is on the sum assui'od only, or on the previous 
bonuses as well — that is to say, whether it is simple or 
compound. Moreover, if two offices give bonuses 4hat 
for the average of policy-holders are 'about 
one o| which gives simple and the other gives 
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bonuses, it is clear that ^an old man had better assure in 
the oflBce giving simple bonuses, because he probably 
will not live long enough for the compound bonuses 
to work out to his advantage; while a young man had 
better select the compound bonus, which in years to 
come will probably tell materially in his favour. 

This is one of the things, but only one among many, 
that makes it advisable for intending assurers to consider 
carefully what office and policy best suit their individual 
circumstances. If, as is mostly the case, they cannot 
judge correctly by their own knowledge, a very appreciable 
benefit may be obtained by seeking the advice of an 
independent expert on the subject. 

We must not conclude too Inistily, however, that 
any method of dividing the surplus works out disad* 
vantageously for any class of policy-holders, because 
almost any system of allotting bonuses may work 
equitably if the premiums are arranged in reference to 
the systems under which the profits are distributed. 
This applies not only to whole-life [wlicies of different 
ages at entry and varying duration, but to other kinds 
of policies, such as endowment assurance, as well. 

One office will give the same reversionary bonus to 
both whole-life and endowment policies, while another 
may give a smaller bonus to endowment than to whole 
life, but if the rates of premium and the system of division 
are properly chosen, both the same bonus and the different 
'ix>nus may be fair and right. Shortsighted people, un* 
able* to see all the facts, are very apt to think Insurance 
Companies wrong, just as they are given all through life 
to think people who differ from them about other mattws 
are wrong, overlooking the fact, entirely obviotie te 
Impder minded folk, that oircuiiistfuices may be 
dtfli iii at 4n diflferant* cases timt otiievs mav be 
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without our being wrong, even though our opinions differ. 
But though a company’s methods may be right and fair 
on the w^ole, it constantly happens that the conditions 
are exceptionally favourable to some ages or closes of 
policy-holders, and the wise man will choose the policy 
that offers the best return in his own case. 

Whatever system of dividing the surplus an office 
adopts, the option is nearly always given to the policy 
holder of taking his bonus in different ways. He may 
have a reversionary addition made to his policy, that is 
to say, an amount is added to his policy, which amount 
is paid only at death, or in the case of endowment 
assurance which becomes payable at a certain age or 
after a fixed number of years, at the maturity of the 
policy. 

Instead of taking his bonus in this way the policy- 
holder may take its present value in cash, and then, of 
course, the cash value of a reversionary addition depends 
upon the age of the policy-holder at the time when the 
bonus is declared. If, for instance, two policy-holders 
aged i-espectively 30 and 60 at the time the bonus is 
declared, are each entitled to a reversionary bonus of 
XI 0 on whole-life policies, the cash value to the one 
aged 30 is about £3, and to the one aged 60 about £6. ■ 
To policy-holders aged 30 the £10 would on the average 
have to be paid in 34 years, while to policy-holders aged 
60 the payments on the average would fall due in 14 
years ; therefore, the cash value of the one is much less 
than the cash value of the other. 

Some offices give a uniform cash bonus to all policies, 
and allow the bonus to be taken in other ways, in which 
case, of course, the age again comes in and determine 
the amount of the bonuses taken in other forma 

Tet anothm* way in which bonuses may be taleti is 
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in reduction of premium. By this system the amount 
payable to the policy-holder at his death does not vary 
from the original sum assured, the bonus b^ng applied 
to re4uce the annual premium payable to the oflSce. 
The reduction in premium is arranged in ^wo ways : the 
jwlicy-holder may either have his premium permanently 
reduced by a comparatively small amount, or he may 
have it reduced for a comparatively large amount until 
the date of the next valuation. Thus, supposing the 
premium to be £10 per annum, the j)olicy to have been 
taken out at the age of 30, and the bonus to be declared 
10 years afterwards, namely, when the policy-holder 
has reached the age of 40, ho might probably as the 
result of the bonus earned in five years only have to 
pay £9 10s, per annum instead of £10 per annum for 
the rest of his life. If, however, he took the bonus in 
reduction of premium for 5 years, he would only have 
to pay £8 Ss. per annum till he reached the age of 45, 
when the full premium would again become payable, 
except that another bonus would then fall due, and if 
this fresh bonus were taken in reduction of premium 
for the following five years, his premium between the 
ages of 45 and 50 would l)e reduced as much as, and 
probably more than, it was between the ages of 40 
and 45. 

In this example we have supposed that the first 
bonus to which the policy-holder l^ecame entitled at the 
age of 35, was taken in cash or as a reversionary addi- 
tion to his policy, for it is the custom of most offices to 
give the policy-holders at each valuation the option of 
taking the bonus in any one of the three ways, although 
it is sometimes stipulated that the option must be 
exercised once for all at the first declaration of bonus^ 

It aometiines happens that when the bonus is ^ikin « 

r % 
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in reduction of premium, the premium becomes ex- 
tinguished in the course of 30 to 40 years, after which 
the bonus may be taken in cash or added to the policies. 
This, of course, happens in fewer years, the greater the 
age of the i)olicy-holder at the time of effecting the 
assurance. 

There are some offices who make a speciality of giving 
bonuses solely in reduction of premium. They commonly 
charge a high premium to commence with, and reduce it 
by increasingly large percentages as time goes on. 

In order to see exactly how the three different systems 
of taking the bonuses may be worked out, we give in the 
following table a specimen policy commenced at the age 
of 30 at a premium of X2 9s. per annum, assuming that 
throughout the whole of its duration a compound rever- 
sionary bonus was declared at the rate of 30s. per cent. 


Table showing on a Whole-Life Policy for £100 effected at the age of 30, 
the results of taking Bonuses in various ways. The Koversionary 
Addition is a Compound Bonus of 30s. per cent per annum. 



Reversionary 
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• From this pdnt no more premiunu are payable, and aubeeqnent bosuMs «|tt ti# 
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per annum on the sum assured and previous bonuses. 
The tables employed for changing one form of bonus 
into another vary somewhat in different ofijes, but in 
calculating this table we have used fairly, average rates 
for the commutation. 

Policy-holders usually settle to take their bonuses in 
the form that best suits their circumstances at the time 
of leaking their choice, but it should be noticed that 
some offices give proportionately better results in one 
form than in another; so that if a policy-holder is 
insured in two or three offices, he may possibly, if it 
suits his circumstances, gain some appreciable advantage 
by taking the bonus from one office as a reversionary 
addition, the bonus from another in cash, and from a 
third in temporary or permanent reduction of premium. 
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CHOICE OP A POLICY. 

Up to this point we have been considering, for the 
most part, tlie main principles uj>on which the science 
of life assurance is based, and are, consequently, the 
better able to turn now to those points in the practice 
of life assurance with which policy-holders are chiefly 
concerned. We will now suppose that a man or woman 
desires to take out a policy, and will consider the various 
points that may be taken into account in so doing. 

In all probability the intending assurer will be called 
upon by the agent of some company, and, without 
examining closely for himself, will make his investment 
in accoixlance with the advice of the insurance agent. 
It is certainly much better to do this than not to assure 
at all, for nearly every one of the offices at present 
doing business in Great Britain is solvent, and certain to 
pay the sum assured when it becomes due ; but the 
assurer will do better to consider the relative merits of 
different companies and of various policies. If he has 
not available the necessary infoimation, or if he lacks 
the requisite knowledge, he would do well to consult 
some independent authority upon the subject, always 
provided that by so doing he does not neglect to take 
out a policy. The I'eally important thing is to be 
assured ; it is only of additional importance to be 
assured to the best advantage. We will imagine, how- 
ever, that the reader is not only wise enough to take 
a policy, but wise enough to want to take the beat 
{M^ioy, and we will tty to show him how to do it 
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PEOPIT OE NON-PEOPIT. 

There are two broad distinctions between policies — 
those that participate in tlie surplus or profits, and those 
that do not participate. We have abeady had occasion 
to explain that, in arranging the rates for non-participating 
policies it is necessary to assume a mortality slightly 
greater than is expected to occur, a rate of interest 
slightly less than will probably be earned, and a rate 
of expenditure slightly lugher than is exiKJcted to be 
incurred. The margin so provided for contingencies that 
may occur during the existence of the policy naturally has 
to be made so as to leave the office on the safe side, and 
it has to be provided at the cost of the non-participating 
policy-liolders. 

In individual cases, of course, the estate of the policy 
holder, whether sharing in the surplus or not, who dies 
after the payment of only a few annual premiums, reaps 
a large benefit from his early death. But the matter 
has to be considered in regard to average results, not 
in regard to individual cases. 

Participating policy-holders receive hack in the form 
of bonuses the amounts that they pay in excess of the 
actual cost, and although the rates for participating 
^licies are higher than for non-participating, yet the 
non - participating rates are practically certain to be 
above the actual cost, and to be a source of profit to 
the insurance company. Therefore^ as a general rale, 
it is not advisable to take a non-participating policy. 
Under certain circninstanm bowerer, it may be well 
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to do so. There are one or two offices in which Either 
the non-participating rates are so low, or the bonuses 
are so snyill, that if it is for any reason necessary to 
insure in such an office it is to the advantage of the 
policy-holder * to take a non-participating policy. But 
the most frequent circumstances under which such 
policies become necessary are in connection with loans 
or other financial arrangements, where a policy has to 
be taken as collateral security, and it is desired to 
effect it at the lowest possible rate. 

We shall see presently (p. 77) that participating policies 
may be secured for an even lower premium than non- 
participating, but such policies would not always be 
satisfactory for purposes of security, and when the 
policy is required as security for a loan from the in- 
surance company, it is the practice of some offices to 
require the policy to be effected at non-participating 
rates. 

There are certain kinds of policies, such as assurance 
for a short term, on which the premiums are very low, 
and under which the sura assured is only payable in 
the event of death during the term, which are only 
issued on the nou-participating plan, but these are com- 
paratively exceptional case.s, and do not affect the kind 
of policy that most people require. 

As a matter of fact about 83 per cent, of the total 
assurances in force in the United Kingdom participate 
in the profits, and 17 per cent are non-participating. 

It may confidently be said that, except where special 
circumstances require the assurance to be .non-partici- 
pating, it is more advantageous to the policy-holder tq 
take a policy that will share in the profits. 
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WHOLE-LIFE OE ENDOWMENT 
POLICIES. 

Having settled that, if possible, the policy should 
participate in the surplus, the next question that arises 
under oi'dinary circumstances is whether the policy is 
to be for the whole term of life, or to be endowment 
assurance payable on attaining a certain age, or at death 
should it occur previously. 

Seven years ago endowment assurances only formed 
6 per cent, of the total assurances in force, while the 
policies for the whole of life formed 90 per cent, of the 
total. At the present time endowment assurances form 
13 per cent., and whole life assurances 83 per cent, of 
the total assurances in force. The proportion of endow- 
ment assurances is increasing every year, and in some 
offices the new endowment assurance policies exceed in 
both number and amount the new policies on the whole 
life plan. This shows quite clearly that the tendency 
at the present time is largely in favour of endowment 
assurances, and we think that under most circumstances 
this tendency is a right one. 

The premiums payable on whole-life policies are con- 
siderably less than the premiums payable for endowment 
Assurance of the same amount. Under life policies the 
premium has to be paid for the whole of life, and the sum 
assured is not payable till death, while under endowment 
assurance the premium is only payable for a certain 
ninnber of years should the policy-holder survive, and 
until death should he die before the poll(^ mating 
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while the sum assured ia likewise payable at a fixed date, 
unless death should occur before that date arrives. In 
the case oi an early death the premiums under policies 
of both kind*^ are payalde for the same length of time, 
and the sums assured are also payable at the same time, 
namely, at death. Therefore, in the case of death before 
the expiration of the endowment period the office gains 
and the policy-liolder loses by endowment assurance, 
which requires higher premiums, but under the majority 
of endowment assurance policies the policy-holders sur- 
vive the endowment period, and the prennums, though 
higher, are paid for a fewer number of years, and the 
sum assured falls due at an earlier date than under whole 
life policies. Obviously, therefore, endowment assurance 
involves higher premiums than assurance for life. How 
much higher those premiums are depends on the number 
of years before the endowment assurance policies mature. 

This makes it clear that if it is imj)ortant for a policy- 
holder to be insured for as large an amount as possible 
at the smallest possible cost, the kind of assurance best 
suited to his circumstances is whole-life and not endow- 
ment. In the common ca.se of a man with a small 
income and no property, whose duty it is to provide the 
means of support to a family in the event of his death, 
it is nearly always l)est to take a life policy. 
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THE PAYMENT OF PEEMltrMS. 

Assuming then the case of a man who washes to take 
a participating policy for the whole term of life, namely, 
under which the sum assured is payable only at death, 
we next have to consider 

(1) Whether he will pay, apart from the question of 

bonuses, the same premium throughout life. 

(2) Whether he will pay a reduced premium for the 

first few years, and a higher premium for the 
rest of life. 

(3) Whether he will adopt one of the modern systems 

under which futui*e lionuses ai'e anticijiated, and 
the premiums thei*ehy reduced from the com- 
mencement. 

(4) Whether he will share in the bonuses at each 

valuation, or postpone the participation in any 
bonuses till he has survived a certain number 
of years; or 

(5) Whether he will pay the premiums for the whole 

of life only for a limited number of years. 

We will take these points in order. 

The most usual plan is to pay the same premium 
from the commencement, involving no increase in future 
years, and leaving all bonuses to be dealt with as they 
arise. A consideration of the other methods will show 
that if this can conveniently be done it is generally the 
most advantageous plan, although circumstances, such as 
the probable receipt of an increasing income in future 
yc^rs, may make it advisable to assure for a larger sum 
Ijiaii could otherwise be afforded, though it involves 
foregoing a small amount of benefit. 
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REDUCED PREMIUMS FOR FIRST FEW YEARS 
The system of paying a greatly reduced premium for 
the first five years or so, and subsequently paying an 
increased premium for the rest of life, has little- to recom- 
mend it. The extent of the reduction varies in different 
offices, and is carried out in slightly different ways. The 
greater the temporary reduction, and the longer the term 
during which the reduced premium is paid, the greater 
will be the premium for the rest of life. Practically it 
means that term assurance is granted for the first few 
years with an additional charge for the right to effect 
whole life assurance without further medical examination 
at any time during an agreed period, after which the 
premium charged is that for the attained age of the 
assured at the time when the payment of full premiums, 
commences. 

As is almost always the case, there are some excep- 
tional circumstances which this system would suit, but 
in itself it is less beneficial to the assured than if the full 
premium were paid from the commencement, or than the 
system next to be considered, under which future bonuses 
are anticipated. It is less satisfactory, because the policy 
does not participate in profits until the full premiums 
begin. The practical date of effecting assurance is post- 
poned for five years, or whatever the term may be 
during which reduced premiums are paid, and the 
greater the age at which assurance is effected the 
higher the premium, besides which the interest charged 
under some methods of carrying out this plan is at 
a higher rate than the office is earning. The loss in 
oonnection with this system may n(^ amount to veiy 
inuoh, hut it is certainly desirable to ftvoid it 
oumstanoes permit. 
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REDUCTIOrr OF PREMIUM BY ANTICIPATION OF 
BONUS. 

A somewhat more satisfactory system of reducing from 
the commencement the amount of premium payable on a 
policy is that frequently called the “ Discounted Bonus ” 
plan, which has been recently introduced. By this method 
it is assumed that the bonus will reach a certain amount, 
but the policy-holder, instead of waiting for the end of 
the valuation period when the bonus is declared, is allowed 
to anticipate the bonus and reduce the premium from 
the commencement. 

It of course has to be stipulated under this system 
that if the bonus actually earned should be less than the 
anticipated bonus, the policy-holder must either pay the 
difference or let it stand as a charge upon his policy, 
thereby reducing to a slight extent the amount of the 
sum assured. On the other hand, if the bonus exceeds 
the amount anticipated, the difference is available for 
either a further reduction of premium cr a rever^’onary 
addition to the policy, or it may be taken in cash. This 
appears to be an admirable system for effecting assurance 
at as small a cost as possible. 

The uncertainty that exists in regard to interest, 
mortality, and expenditure, whicli is the reason for 
charging a higher premium than is actually necessary,' 
and returning it in the shape of bonuses, is, under this 
system, adequately provided for without requiring from 
the policy holder a payment appreciably in excess of the 
actual cost of the assurance. This system is perhaps not 
quite so beneficial to the policy-holdei as if he paid 
fuU premium, and waited till the end of the valu* 
ution period for the declaration of the bonus, chiefly 
let Hie reaaoii that in making the necessary calculatiodl^ 
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a rate of interest is rightly assumed which is slightly 
ill excess of that which the company will probably earn. 
The difference, however, is very slight, and for a person 
wishing assure for a fixed sum at the smallest cost, 
participating assurance, with reduction of premium by 
anticipation of the bonus, is an eminently satisfactory 
system. 

If, however, the policy-holder, instead of wishing to 
get from the outset the maximum assurance at the mini- 
mum cost, desires to invest a certain amount annually in 
whole-life assurance, and get the biggest possible return for 
his outlay, he would probably do better to assure at the 
full rates and not anticipate the bonuses. The reduction 
from the full rates that can be made if the bonuses are 
anticipated is in some cases as much as 25 per cent , the 
premium under the “Discounted Bonus’* system being 
three-quarters of what it would be if the bonuses were not 
anticipated. 

DEFERRED BONUSES. 

If a policy-bolder requiring a whole-life participating 
policy decides to pay either the normal rate of premium, 
or to pay a reduced rate for the first few years and a 
higher rate subsequently, he will next have to consider 
whether he will take a policy under which the bonuses 
are allotted at every valuation, usually every 5, 
sometimes every 3 or 7 years, or whether he will forego 
all bonuses in the event of his dying before the expiration 
of a fixed number of yeara, in the hope of receiving a 
larger bonus should he survive the agreed term. The 
cost price system is naturally not applicable to schemes 
under which the bonuses are in this way deferred. 

One system of deferring bonuses, of which some 
office) make a great feature, is that of letting no policy* 
h<dders participate in the surplus until the premiul&e 
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they have paid, accuQiulated at 4 per cent, compound 
interest, amount to the sura assured. Inasmuch as the 
premium for the assurance of a given sum, say .£100, is 
greater at the older ages than it is at the younger ages, 
the length of time it takes for the premiums ^o accumulate 
in this way to the ^100 assured, of course, varies with 
the age of the policy-holder. Approximately, it may be 
said that a policy-holder aged 30 at entry will not be 
entitled to any share in the surplus till the expiration 
of 26 years; if age 40 at entry, till the expiration of 
22 years ; if aged 50 at entry, in about 1 7 years, and 
if aged 60 at entry, in about 12 years. A prominent 
feature in most schemes of this sort is that the rates 
of premium charged are much less than the rates usually 
charged for earlier participation in bonus, so that, although 
the j)olicy-holder pays slightly more than he need pay 
for non-participating assurance, which is all he gets 
should he die before the expiration of the agreed term, 
yet he does not pay much more, and will probably receive 
a handsome bonus should he survive until his premiums 
have accumulated at interest to the sum assured. 

Instead" of waiting until the premiums have accumu- 
lated to the sura assured, it is sometimes arranged that 
no bonuses are payable until the policy-holder has at- 
tained his exj)ectation of life, that is to say, until he 
has li\'ed as long as the average of a large number of 
people would live who were of the same age as he was 
at entry. 

It is, of course, obvious that a considerable number 
of policy-holders will die before reaching the time at 
which they become entitled to bonuses, and therefore 
the bonuses which would liave been paid to them under 
the more usual system of early distribution of bonusj 
^iseome available for the survivors under the defsnied 
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bonus system, and consequently cause the deferred bonus 
to be proportionately large in amount. 

The system of deferring bonuses is in some sense 
less completely assurance than the system which dis- 
tributes the ^“surplus earlier and more frequently. The 
essential characteristic of life assurance is to eliminate 
by combination the financial inequalities arising from the 
uncertainty of life. A number of people pa 3 ring equal 
(or, according to the benefits to be received, paying 
relatively equal) amounts, agree that the estates of such 
of them as die soon shall not suffer, so far as the invest- 
ment in insurance is concerned, by early death. Apart 
from the question of the initial cost of securing now 
business, a man who has only paid one premium is as 
much entitled to his £100 or his £1,000 as the man 
who has paid fifty premiums. Each has bought an equal 
chance and is equally entitled, not merely to -the principal 
sum, but to any surplus that may have arisen owing to 
the premium charged having been in excess of what was 
actually required. 

Under deferred bonus systems this principle is de- 
parted from so far as bonuses are concerned. The risk 
of the original amount assured is carried by the whole 
body of policy-holders, while in regard to the surplus, 
each policy-holder, to a certain extent, carries his own 
risk and backs his own life to survive. If a man were 
certain of extraordinary longevity he would select a 
deferred bonus policy. If he were certain of an early 
death he would select an immediate bonus policy, but 
being in ignorance of the length of time he has to live, 
be, by taking a deferred bqnus policy, stakes a certain 
proportion of his premium on his own life, obtaining 
a good return if he survives, and losing if he dies soon. 

It cannot be said in general term that ^thir tht , 
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immediate or deferred bonus method is the better. If circum< 
stances are such that a smaller sum would be adequate 
to meet the liabilities left behind in the evgnt of an 
early death, while a larger sum would be required for 
the same purpose if death were long postponed, then 
a deferred bonus policy might be preferred. If the 
circumstances are reversed, an immediate bonus policy 
would be more appropriate. But, as a rule, circumstances 
cannot be accurately known in this way, and even if 
they were, the difference between the two classes of 
policies is not sufficiently great to enable the matter to 
be BO decided. It will almost always be settled by the 
personal feeling of the policy holder, the element of 
speculation in the deferred bonus system appealing to 
some, while the completeness of the assurance principle 
is the stronger attraction for others. 

TONTINE POLICIES. 

There is yet another system under which bonuses are 
deferred, which, while essentially similar to, is practb 
cally different from, the deferred bonus plan we have 
just been describing. Under the tontine system as 
now worked, the surplus is reserved for those who 
survive the fixed tontine period of 10, 15, 20, or any 
other number of years that may be agreed upon. At 
the end of the tontine period the surplus is divided 
among the survivors, it being optional to the policy 
holder to take his bonus in cash, to apply it to the 
purchase of additional assurance, to pay op all, or as 
much as possible, of any future premiums on his policy, 
or tp purchase an annuity. If death occurs during the 
^Cptine period^ the only amount -paid is the original sum 

nasored* 

m of conducting the tontine system, aithottirii 
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it is not always adopted, is to divide the policy-holders 
into classes, the mortality and expenses of each class 
being kept separate and charged to the policy-holders 
of that class, the whole of the surplus arising in the 
class being distributable among the survivors. To do this 
satisfactorily, however, without undue and undesirable 
fluctuations, it is necessary that there should be a large 
number of policy-holders in each class, because average 
results cannot be relied upon unless there are a large 
number of persons concerned. If you toss a shilling a 
dozen times, it may very likely not come down head six 
times and tail six times; but if you toss it a million 
times it is practically certain, assuming the coin and 
the tossing to be perfectly fair, that the number of 
times it comes down head and the number of times it 
comes down tail will be very nearly equal. It is 
the same with mortality — where a large number of 
persons are concerned the results may be confidently pre- 
dicted; where a small number are under observation 
the results are uncertain in the extreme. 

Tontine policies at present are not usually characterised, 
as most other deferred l>onus schemes are, by an exception- 
ally low premium. The rates are generally about the 
same as those ordinarily charged for immediate bonus 
assurance. So far, therefore, the tontine system has a 
greater element of speculation about it even than other 
deferred bonus systems, because the excess over either 
non-participating or discounted bonus assurance being 
greater, the extent to which a policy-holder backs his 
-own life is larger. 

But this excess of premium causes those who die 
during the tontine period without reoeivin^f any bontta 
to leave large amounts available for those who sunriTey 
and, consequently, the bonus^^ the 8ttrfivori;i|t t|e 
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end of tlie tontine i>eriod are usually large. There is 
the greater inducement to a man who believes in his 
own longevity to take a tontine policy, bectfuse of the 
big bonuses at the end of the period. #There is the 
greater inducement to a man who expects to die before 
the expiration of the tontine term to avoid such a policy, 
because of the greatly increased cost of this kind of 
assurance as compared with non -participating or dis- 
counted bonus rates. 

It is, of course, true that even at high rates the 
estate of a man who dies during the earlier years of 
assurance receives a large return for the premiums that 
have been paid ; but it is none the less a fact that a 
better return might have been attained by effecting the 
assurance at a lower premium. At the older ages 
under whole-life policies, and still more frequently under 
endowment assurance policies, the premiums })aid would 
exceed the sum payable under the policy should death 
occur shortly before the maturity of the tontine period. 
Suppose, for instance, a policy-holder had taken a tontine 
policy with a period of twenty years, and died after 
laying eighteen premiums, he would in very many cases 
have paid to the Insurance Company appreciably more 
than the Insurance Company pays to his estate. 

To meet this objection a scheme has been devised under 
which a slightly higher pi'emium is payable, but the whoh 
amount paid in pi'emiums (or any other amount that maj 
be agreed upon) is returned, in addition to the sum assured, 
in the event of the policy-holder dying before the expim 
tion of the tontine period. .Under this policy good resultc 
lure obtained if death occurs at any time during ihe 
tontine period; while, if the tontine period is survived, 
ite bonuses may be huger than could he obtained from 
Olune otficb under immec^te bonus policies. 

<l3 
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It has frequently puzzled the uninitiated to know- 
how an office can manage not merely to give the sum 
assured t6 a policy-holder who does not survive the 
tontine peripd, but to return to him also the whole 
of the premiums he has paid to them, so that he 
may he said to get the sum assured for nothing ; and yet 
give to the surviving policy-holders a bigger bonus, 
in consequence of those who died during the tontine 
period not having shared in the surplus at all. The 
explanation is very simple. In addition to the ordinary 
rates under which the policy-holder would receive only 
the sum originally assured in the event of his death 
during the tontine period, the policy-holder pays a small 
extra premium practically for term assurance. Thus, sup- 
posing him to be paying a premium of .£10 a year, with 
an arrangement by which if he dies during the tontine 
period, say of twenty years, all the premiums paid by 
him will be returned to his estate, part of his premium is 
really employed to assure .£10 if he dies during the first 
year, £20 if he dies during the seecond, £30 if he dies 
during the third, and so on; while if he does not die 
during the tontine period, the extra tha^ he has paid for 
the purpose of securing the return of the premiums, yields 
him no further benefit than the chance of having them 
returned^ in the event of his death. It is clear, there- 
fore, that the extra amount so paid by a large number 
of policy-holders suffices to return the premiums to the 
small number of policy-holders who die during the tontine 
term. 

This system, in some sense, eliminates the speculative 
element from tontine assurance, though it does io by 
introducing an acfdirional speoulatioii. It is pnietiQri}7 
a jprooeas of “ hedging.” A tontine 
l^er nten flian tliOae for lUlObaiicd 
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non-participating assurance, backs his own longevity to the 
extent of the extra premium that he pays, but by adopt- 
ing the return premium, or contingent bonus, •system, he 
practically stakes in favour of his own early death an 
additional premium. 

The one advantage, therefore, to a certain extent, 
cancels the other, though the benefits under the return 
premium system vary so greatly that the duration of the 
policy may be such as to much more than cancel the 
disadvantages of dying during the tontine period, should 
death occur towards the close of the term. Thus a policy 
holder assured by a twenty-year tontine endowment policy 
for .£1,000, at a premium of £50 a year, would receive 
'£1,060 if he died the first year, £1,500 if he died after 
paying ten premiums, and £2,000 should he die in the 
twentieth year; while if he survived just over twenty 
years, %nd so participated in the tontine bonus, he would 
not receive more than about £1,600, £1,000 being the 
original sum assured, and £600 being the cash bonus at the 
end of the term. 

This provision for returning the premium or giving a 
contingent bonus in the event of death during the tontine 
term adds appreciably to the premium payable, and may 
even cause the deferred bonus to be no larger than imme- 
diate bonuses would 'have been. In order to lessen 
this extra cost, it is sometimes arranged that the contingent 
bonus shall only be paid duiing the last few years of the 
tontine period : for instance, if the policy holder dies 
within fifteen yeajrs of effecting the assurance, he receives 
only the face value of the policy, but if he dies after the 
fifteenth and before the end of the twentieth year, his 
exeefitors receive an addition to the original amount of the 
l^ranoa This considerably lessens the cost of the coa- 
iKmns at the same tiiae that it presents the 
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s^-stem from proving at any time an unsatisfactory invest- 
ment. The payment of the face value of the policy within 
fifteen yeai^^ would be a good return for the premiums paid j 
the contingent addition for the remaining years of the 
tontine term would cause the amount payable also to be 
in excess of the premiums paid, while the bonus at the 
maturity of the tontine period would be larger than if the 
profits had been distributed at more frequent intervals. 

LIMITED PREMIUMS. 

When it is not necessary to obtain as large an amount 
of assurance {VS possible for a certain premium, it is often 
advisable to take a policy which can be paid for by a 
limited number of premiums, although the sum assured is 
not payable till after death. A policy of this kind is 
intermediate in character and cost between whole-life an^ 
endowment assurance; like whole-life the sum assured is 
only payable after death— like endowment assurance the 
number of premiums is limited. % There is the advantage of 
knowing that however long life may last, t(||pre is no 
possibility of paying a very large number of premiums ; it 
fixes the cost of the assurance, and people who live to a 
very advanced age must often wish they had ejected their 
assurance on this plan. The cost is, of course, gi'eater than 
when the premium has to be paid for the whole of life ; but 
it need not be very much greater, as is shown by the 
following table of fairly averse rates for participating 
assurance payable at deaths 
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Table showing Average Premiums for Insurance of £100 
with Profits. 

Prenimins Payable 

21 

JO 

ige at En 

40 

d 

3 4 9 
.3 14 2 

4 2 10 
4 18 7 
6 11 9 

11 15 10 
52 8 3 

0 

ry 

0 

50 60 

l£~a~d £ 8. d~ 

4 11 2 7 0 9 

4 17 3 . 

6 4 9 7 4 6 

6 1 6 719 7 

7 19 1 9 1 6 

14 0 1 16 9 6 

62 3 6 70 14 6 

Annually for Life . 

., „ 25 years 

,, •, 20 „ 

» » 16 „ 

» .» 10 » 

M ,, 6 „ 

Single Premium 

£ 8. d 

1 19 8 

2 12 0 

2 19 7 

3 11 8 

4 17 2 
8 14 3 

39 7 0 

£ a. d 
2 8 11 
3 4) 6 
3 9 8 
3 18 9 
6 11 3 
9 19 10 
44 10 8 


The reason why the preiniuins are higher when limited 
in number is obviously because the office would, in the 
majority of cases, receive a larger number of premiums if 
ttiey were payable for life than if they were limited in 
number, and as it'is necessary for an office to receive equal 
payments for equal benefits ffom all classes of policy-holders, 
the premimns that are fewer in number must be larger in 
amount — the larger amount of interest earned by the 
higher premiums of course being taken into account. 

The principle of limiting the number of premiums may 
be carried to any extent that is desirable, its greatest 
extent being reached when the assurance is efiected by a 
single payment. This is seldom advisable or convenient, 
and is largely destructive of the fundamental idea of 
insurance ; still, in the purchase a policy as an invest- 
ment, it is sometimes advantageous, as will be seen in the 
chapter on life assurance as investment. 

One caution may be added here : the bonuses allotted 
to pilicies subject to only a limited number of premiuj^s, 
are not always the same as to policies effected by premiums 
payable for life. When there is a difference it is usnalfy 
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in farour of policies on which premiums have to be paid 
for life. 

Closely; connected with the limitation in the number of 
premiums payable under a policy is the practice of applying 
bonuses to tfie reduction of premiums (see p. 67). It has 
already been explained (p. 77) that they may be used to 
reduce the premiums from the commencement, but this can 
scarcely result in the extinction of premiums at any time 
prior to death. If, however, the full tabular premiums are 
paid to begin with, the premiums are gradually reduced 
and may ultimately cease. Subsequent bonuses can be 
taken either in cash or as an addition to the sum payable 
at death. 

This cessation of premiums usually happens earliest 
under policies eflfected at high premiums, so that the result 
is not very different from limiting the premiums to a 
definite number, provided the limited number arranged to 
be paid is lapge considering the age of the policy-holder. 

One feature that is almost universally characteristic of 
assurance by limited premiums is, that in the event of the 
policy-holder ceasing to pay the premiums, he can claim a 
paid-up policy for the same proportion of the original sum 
assured that the number of pi'emiums paid bears to the 
number of premiums originally payable; thus, if he has 
taken a policy for a thousand pounds subject to annual 
premiums for twenty years, and after having paid five 
premiums wishes to pay no more; he can claim a paid-up 
policy for ^250, l>eing one quarter of the original amount 
assured, just as the number of premiums paid is one quarter 
of the number of premiums originally arranged for. It is 
sometimes stipulated, however, that the paid-up policies so 
obtained shall not receive bonuses, even though a pa^ 
tieipating polioy was originally taken, 
f he advantage to be gain^ by effecting 
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to only a limited number of premiums is that the insured 
chooses when such payments shall cease. The disadvantage 
in many cases is that, as a necessary conse(^uence, the 
premiums have to be larger than if they are to be j)aid 
during the whole of life. The advantage may be retained 
and the disadvantage to a considerable extent got rid of, by 
applying the discounted bonus system explained on page 77. 
Specimens of average premiums payable for life and for a 
limited number of years, both with and without the 
application of the discounted bonus plan, are shown in the 
following table. It will bo seen from this that assumnce 
may be effected by the payment of premiums both limited 
in number and moderate in amount. 


Table comparing Premiums for Assurance of £100 
Ordinary and the Discounted Bonus Systems. 

on the 

Premiuma 

(layalilc 

Annually 

for 

Age at Entiy, 

80 

Age at Entry. 

40. 

Age at Entry. 

50 

Ordinary 

Discounted 

Bonos. 

Ordinary 

Discounted 

Bonus 

Ordinary 

Discounted 

Bonus. 

Life . . 
20 years . 
15 „ 

10 „ . 

£ 8 d 

2 8 11 

3 9 8 

3 18 9 

5 11 3 

£ 8 d 

1 19 2 

2 16 S 

3 7 4 

4 10 5 

£ 8 d 

3 4 9 

4 2 10 
4 18 7 
611 9 

£ 8. d. 

2 10 5 

3 8 9 

4 1 7 

5 8 8 

£ 8 d 
411 2 
6 4 9 
6 1 5 
719 1 

£ 8 d. 

3 14 7 

4 5 3 

5 2 4 

6 14 2 


If it should happen that it suits the circumstances of 
the policy-holder to commence with the lower premium 
required on policies subject to premiums for the whole 
of life, it may sometimes prove desirable after a policy 
has been in force for some years, to then arrange with 
the office to pay a higher premium for a limited number 
of years. In agreeing to such an alteration, however, 
the company is bound to protect itself against inourring 
imy disadvantage from a change made to suit thf, 
id a policy-holder j it is dear that sdMoh 
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might tell appreciably against an assurance company. A 
man who had been paying premiums for a considerable 
number of^ years and who remained in a state of health 
that seemed to promise him a long life, might be glad to 
limit the numher of his future payments although increas- 
ing their amount ; on the other hand, a man in delicate 
health would naturally prefer to continue the lower 
premium, feeling, perhaps, that there was no great likeli- 
hood of his life extending over a long number of years. 

HALF-YEARLY AND QUARTERLY PREMIUMS. 

In talking about life assurance premiums it is usually 
assumed that they will be paid annually, but it is sometimes 
convenient to pay half-yearly or quarterly. It is customary to 
charge 5 per cent, more when premiums are paid half-yearly, 
and 7| per cent, more when paid quarterly. Thus, if the 
annual premium is £100 per annum, the half-yearly 
premium is £52 lOs., or £105 per annum ; the quarterly 
premium is £26 17s. 6d., or £107 lOs. per annum. 

This extra is more than is required to make up for the 
loss of interest on that part of the premium that is not 
paid at the beginning of the year. In addition to this loss 
of interest, however, there is the extra trouble and expense 
of collecting premiums more frequently, and in some oases 
there is a loss of premium through death occurring at a 
time when only one half-yearly premium has, or less than four 
quarterly premiums have, been paid. Some offices do not 
run this risk, but consider the payments as instalments of 
the annual premium, and deduct from the sum assured the 
amount of any instalments required to make up the full 
annual ptemium. But even after due allowance has been 
made for tlie expense of more frequent collection of pro* 
miums, for interest^ and for a possible loss of premium in 
the year in which death occurs, there still remeiiis a profit 



HAM^YEAliLY PHEMIUMS. 91 

to the company out of the extra charged for half-yearly and 
quarterly premiums. It is consequently ktter when 
feasible to effect policies subject to the payment of pre- 
miums annually. Indeed, it may be taken as a general 
rule, that it is better for the policy-holder t)b adhere as 
closely as possible to the most usual practice of the 
companies ; deviations from them are in various ways 
inconvenient to the otHces, and in modifying their practice, 
they usually and rightly take care to see that the moditica- 
tion is not detrimental to the office. 



INSUEING INCOME. 

In recent years some of the assurance companies have 
been laying stress upon the difficulty of the beneficiary 
under a policy being able to find satisfactory investments 
for the assurance money. There have been many cases in 
which, owing to injudicious investment, the whole amount 
received from the life office has been lost, or has, at least, 
failed to yield a satisfactory rate of interest accompanied 
by adequate security. 

To meet this difficulty many offices are now prepared to 
allow the money to remain in their keeping and to pay 4, 
5, 6, or 7 per cent, upon the amount. This has the advan- 
tage of securing the real object for which assurance is 
usually effected, namely, the provision of an income for 
those dependent upon the assured. It must not, however, 
be supposed that an assurance company will guarantee the 
payment of a high rate of interest in a remote future 
without being paid for doing so. Practically what happens 
is this : the assurance company assumes that it will earn 3 
per cent., or possibly 3| per cent., in the future; the 
difference between the rate assumed and the rate it 
undertakes to pay is practically a deferred annuity, the 
cost of which is charged in the annual premium paid 
upon the policy. 

Thus, if a policy is effected for £1,000 by a man aged 
thirty, subject to premiums payable annually throughout 
life, the premium would be about £25 per annum, hf the 
£1,000 were to be paid in cash at death. the 

oompeny undertake to retain the £1,000 after thh Smk nl' 
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the assured, and to pay £50 a year as interest, say for 
twenty years, or for the lifetime of the beneficiary, under- 
taking also to pay the <£1,000 when the payment of the 
interest ceases, the premium would be mcreasecf to about 
£28 per annum. The difference between the two premiums, 
namely, ,£3 a year, is charged for a deferied annuity of £15 
or £20 a year, the amount of this annuity being the differ- 
ence between the interest the company thinks it will earn and 
the interest it undei takes to pay. This £15 or £20 a year 
is practically an annuity the payment of which commences 
after the death of the assured and continues, either for a 
fixed period of twenty years, or until the death of the 
widow or other beneficiary of the assured. 

It will bo seen that an undertaking bv an assurance 
company to pay interest and subsequentlyNto pay the 
sum assured increases the amount of the premiiyn. There 
is, however, another method of providing an income, by 
which the premium may be reduced rather than in- 
creased ; it may be arranged that the £1,000 may be 
paid by twenty annual instalments of £50 each, instead 
of being paid in a lump sum of £1,000. The payment of 
£50 a year for twenty years is only equivalent to the pay- 
ment of about £744 in cash at once, if we assume interest 
at 3 per cent, (see p. 10) ; that is to say, if £744 be invested 
now at 3 per cent, interest and £50 a year be paid annually 
out of this fund, the whole amount will be exhausted in the 
course of twenty years; the assurance of twenty annual 
instalments of £50 each is, therefore, only equivalent to 
the assurance of £744 payable in cash at death. Hence 
premium required for assuring £1,000, payable by 
liWtnty annual instalments of £50 each, is only aboi^t 
ihr^fourths of the premium required for assuring £1,000 
Hyf |le m <»8h at death. 

tide Dlan of payment by instalments is adoDted 
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connection with the discounted bonus system, a very low 
premium is arrived at. So far as we know, no company at 
present qpotes this exact arrangement in its pi-ospectus, but 
several offices are quite willing to issue such a policy if 
required. Some idea of the premiums that would be 
charged for it may be gathered from the following table, 
which shows the application of the instalment principle in 
combination with the discounted l)oniis system under 
policies, on which premiums are payable for life and for a 
limited number of years. 


Table showing Premiums for Assurance of £100, payable in 
Cash at Death, and payable by Instalments, under 
Ordinary and Discount^ Bonus Systems. 


PrciiMuin Payable Annually for 



In many cases it would be sufficient to provide an 
income for twenty years after the death of the assured, a 
more remote future being left to look after itself. If, 
however, a man desires to provide for those dependent 
upon him for a longer period than twenty years after his 
dea^ he may provide that the payment of the sum asmfsj, 
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be spread over a larger number of years; a policy for 
XI, 000 may be paid by twenty-five instalments of X40 a 
year, or by thirty instalments of £33 6s. 8d. a year. If 
even this arrangement is not satisfactory, some companies 
are prepared under a £1,000 policy to guarantee the 
payment of £50 a year for twenty years as a certainty, and' 
to continue the payment of £50 a year throughout the 
lifetime of the beneficiary, should he or she survive the 
death of the assured by more than twenty years. In this 
case the beneficiary has to be named in the policy, and the 
premium varies according to the age of the beneficiary, as 
well as according to the age of the assured. This provision, 
like the case referred to on p. 92, is also made by charging 
an extm premium for the purchase of an annuity, which is 
deferred until twenty years after the death of the assured 
and is then only payable if the beneficiary is alive. 

An income may also be provided during life by an 
Endowment Assurance Policy. Some offices undertake 
to hold the sum assured from the maturity of the policy 
till the death of the assured, paying, meanwhile, 4, 5, or 6 
per cent, annually, as may be arranged, and at the death 
of the assui’ed paying the amount of the policy in cash. 
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So far we have been dealing mainly with whole-life 
policies, but as we explained on p. 73, endowment assurance 
policies are becoming increasingly popular. Many offices 
now issue as much assurance of this class as of whole-life, 
and partly on this account and partly because these policies 
afford the opportunity of getting a clear view of sundry 
important matters in life assurance, it is worth while giving 
somewhat detailed attention to their nature and character- 
istics. 

We have already given on p. 29 a short account of how 
the premiums for endowment assurance may be arrived at, 
and we will now supplement that description by some 
further tables. It will be remembered that in the chapter 
on “ Mortality and Interest ” we showed how by calculating, 
at a given rate of interest, the present value of £l per 
annum, received at the commencement of each year from 
the total number of people who, according to the mortality 
table, would survive, and seeing the present value of the 
claims that would be incurred on account of people who 
might be expected to die, and dividing the latter amount 
by the former, it was possible to ascertain the annual 
premium for assurance, leaving out of account all question 
of expenditure and bonus. 

We will adopt the same plan in regard to endowment 
assurances, and in doing so it will become apparent that 
the premiums for endowment assurances consist of ivo 
parts : In the first places there is the premium required 
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pay the claims arising in consequence of the deaths that 
occur during the endowment period; and in the second 
place, there is the premium required to pay the s^m assured 
to those who survive to the end of this period. The 
following table will make the matter clear 


Table showing Annual Premiums for Term Assurance, 
Endowments and Endowment Assurance. Age at entry, 
30. Amount jGIOO. H"* Table, H percent. 


Year 

Number 
living at 
beginning 
nf year 

Present Vahi 
of £1, due 
at beginning 
of your 

Present 
Value of £l 
per annum 
from eat h 
survivor 

Number 

of 

riaiins 

Present 
Value of 
£100 due al 

1 11(1 of year 

Presen tVal 111 
of Claims 
paid In j ear 

(1) 

(2) 

(3) 

(4) 

(6) 

(«) 

(7) 



£ 

£ 

£ 

£ 

1 

89,865 

1 000000 

89,365 

694 

97 ’0874 

67,380 

2 

89,171 

970874 

86 674 

706 

94-2'>96 

66,547 

3 

88,466 

942596 

8.1,387 

80,302 

717 

91-5142 

65,616 

4 

87,748 

915142 

727 

88-8487 

1 64,593 

5 

87,021 

888487 

77,317 

740 

86*2608 

63,833 

6 

86,281 

862608 

1 74,427 
71,626 

767 

83 7484 

63,398 

63,340 

7 

85,524 

8.47484 

779 

8r3091 

8 

84,745 

•81,3091 

68,905 

802 

78-9409 

63,811 

9 

83,943 

•789409 

66,265 

821 

76-6416 

62,923 

10 

83,122 

•766416 

61,706 

838 

74-4098 

62,356 





7,681 


643,296 





12,284 

74-4093 

6,122,696 


866,886 

1 

762,373 ^ 

19,866 


J,765,991 


Annual Premium for 

Term Assurance . . . 643,298 -f 762,873 = 0'84381 
Endowment .... 6,122,695 -5- 762,373 — 8-03U0 


Endowment Assurance .6,765,991 -r 762,373 = 8*87491 


We take the age at entry to be 30, and we assume the 
to be in accordance with the H"* Table given on 
4 We 8^ from this that out of 89|865 people alive at 
^ ^ before rei<^nng>he age of 31, 706 between 
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the ages of 31 and 32, and 7,681 between the ages of 30 
and 40. If now we take the present value of .£1 jMjr 
annum, paid by each survivor at the beginning of each of 
the ten years of the endowment period that we illustrate 
in our t^ible, we find (column 4) that it will amount to 
iJ762,373. Ascertaining in a similar way the present value 
of the 7,581 claims that will arise from death in the course 
of the ten years, we find from column seven that the amount 
is £643, 296,, consequently an annual premium of £1 is 
more than sufficient to provide for the claims arising from 
death in the course of the ten years. Dividing the present 
value of these claims by the present value of the annual 
premiums of £1 we ariiveat £0.843816 or 16s. lid. as the 
annual premium required to j>rovide for the death claims. 
Assurance of this kind that provides for jjayment only in 
the event of death within the given period, is called Term 
Assurance, hence the net annual premium at age 30 for 
term insurance for ten years is 16s. lid. per £100. 

If 7,581 people die in ten yeai*s out of 89,865 people 
alive at the commencement, there must be 82,284 people 
alive at the end of the ten yeai-s, and endowment assurance 
provides that the sum assured is to be paid to these survivors 
at the end of the terra. Now the present value of £100 
due at the end of ten years, reckoning interest at 3 per 
cent., is £7441, as may be seen from the table on p. 10. 
That is to say, £7441 invested now at 3 per cent, interest 
will amount to £100 at the end of ten years; therefore 
the present value of the amounts that will be paid to the 
survivors is £7441 multiplied by 82,284, which amounts 
to £6,122,695. The present value of a premium of £1 per 
annum is £762,373, hence £6,122,695 divided by 762,373 
gives a premium of £8*0311, or £8 Os. 7d., as suffioient to 
pay the claims of the survivors at the enc^ tlie ton years. 

A poli^ that undertakes to }»ay a fixed 
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given date if the policy-holder is then alive, undertaking to 
pay nothing should he die before that date, is called an 
endowment, so that the premium for an endowment of 
£100 effected at age 30 for ten years is Os. 7d., again 
excluding the question of expenses. The combination of 
term assurance with an endowment constitutes endow- 
ment assurance, consequently the net premium for endow- 
ment assurance effected at age 30 for ten years is the 
addition of the premiums for term assurance and for the 
pure endowment. This amounts to 16s. 1 Id. plus £8 Os. 7d. 
=£8 17a 6d. 

The transaction may perhaps be made still more clear 
by the next table, which shows that 865,885 premiums of 
£*84381, or 16s. lid. each, amount to £730,642, and if to 
this is added the interest earned, £27,458, we get £758, 100, 
which exactly suffices to pay the claims of £100 each to 
the 7,681 people who die during the ten years. The total 
number of premiums paid, namely, 866,885, is obtained by 
adding up the number living at the beginning of each year, 
shown in column two of the preceding table. 


Table showing how Premiums specified provide for 

Policies named. 

Items. 

Term 

AssuratHo. 

Eiidowmciit 

Endonrinent 

Assurance. 

Number of Premiums paid . 
Amount of each Premium . 

865,885 

£ 0*84381 

865,886 

£ 8*03110 

866,885 

£ 8*87491 

Amount of Total Premiums . 
Interest 

£ 730,642 

£ 27,458 

£ 6 , 954,009 

£ 1 , 274,391 

£ 7 , 684,651 

£ 1 , 301,849 

Premiums plus Interest 

Amount of Total Claims paid, ) 
£100 each . . . .) 

£ 768,100 

£ 768,100 


£ 8 , 986,500 

£ 8 , 986 , 60 a 


' In (he same way it may be seen from the eolemii^ 
IMed ** ^Djpwmentt” that the premiums of or 

a 2 
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£S Os. 7d. each, together with the interest 274,391, 
exactly suffice to pay £100 apiece to the 82,284 people who 
survive the ten years. The last column, headed “ Endow- 
ment Assurance,” shows the addition of the figures of the 
two previous columns and makes it clear that the addi- 
tion of the premiums for term assurance and for endow- 
ment together constitute the premiums for endowment 
assurance, and together with the interest suffice to pay 
£100 apiece at some time or other to the 89,865 people or 
their heirs, who were concerned in the transaction at the 
connuencement. 

So much for the explanation of the nature of endowment 
assurance from its theoretical side. Turning now to the 
more practical aspect of the matter, wo see that tontine 
policies, and policies subject to only a limited number of 
premiums, form, as it were, two connecting links between 
whole-life and endowment assurance. Tontine policies 
usually carry the option of terminating the transaction at 
the end of the tontine period. The policy-holder may cease 
the payment of premiums and take the value of the poUcy 
in cash ; but the cash value of a life policy at the end 
of the tontine period, even with the bonuses added, is 
usually less than its face value. The cash value of a 
tontine policy for £1,000, commenced at age thirty at a 
premium of £24 a year, would be unlikely to exceed £500 
at the end of twenty years, whereas an endowment assur- 
ance policy for £1,000, the premium on which would be 
about £50 per annum, might not improbably amount with 
the bonuses to £1,500 at the end of twenty years. This 
makes it apparent that if it can be determined beforehand . 
that the cash should be received at a given period provided 
the policy-holder is livings endpwmeut ass^ttanee yiiM n 
ratum for every pound paid in does 

wlyeilaila amniniHis aven tm the tontiim nlaii 
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An approximate idea of the amount on surrender at 
end of twenty years, payable under whole-life policies with 
tontine bonuses and under endowment assur^ce policies 
maturing in twenty years — both effected at a premium of 
.£100 a year — may be gathered from the fallowing table, 
which includes bonuses in both cases. 


Table showing approximate average amounts of Whole-Life and 
Endowment Assurances effected at a premium of £100 a year. 
With Profits. 


Whole Life ' Endowment Assurances. 


Age an 
Entry. 

At Death 

jon Surrender in 

At Death 

' At Matunty m 


in First Year 

20 Years 

in First Year. 

20 Yeari 


£ 

£ 

£ 

1 ^ 

20 

6,630 

2,024 

2,078 

3,005 

30 

4,293 

2,121 

2,017 

2,990 

40 

3,105 

2,226 

! 1,888 

V 2,929 

60 1 

1 

2,062 

2,334 

1,613 

2,866 

It will be seen that the sum 

assured, in 

the event of 


death during the twenty years, is larger under the whole 
life policies, and the amount payable to those who survive 
the term is larger under endowment assurance policies. 
There are many circumstances under which the larger 
amount, payable on survivance, may prove the greater 
attraction. It constantly happens that after, say, twenty 
years, the chief liabilities for which it is necessary to 
provide have partially or wholly ceased to exist, in con- 
sequence of children having grown up and being able to 
provide for themselves. Under an endowment assurance 
policy finuicial relief comes to a man, not merely through 
the payment to him of the sum assured under the policy, 
but by the cessation of the premiums which under 'uu 
urdlnaiy whole-life pidicy would have to be continued 
death. JTliis eeusation of piemiume my, of 
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provided for by taking a whole-life policy subjected to only 
a limited number of premiums. 

In the choice of an endowment assurance policy many 
of the same points occur as in the choice of whole-life 
assurance. With endowment assurance, as with whole-life, 
the assured may or may not participate in the profits, and 
as before, it is almost invariably advisable to select a 
participating policy. The policy-holder must next decide 
whether he will pay the ordinary tabular rate, or whether 
he will pay reduced premiums for five years and an increased 
premium for the rest of the term; this has even less to 
recommend it in the case of endowment assurance than in 
the case of whole-life policies. If he decides on a policy 
that participates in the profits at frequent intervals, he may 
adopt the discounted bonus system described on page 77, 
and by anticipating the bonuses and applying them in 
reduction of premium, appreciably lessen the amount that 
he has to pay. Although the reduction so brought about 
does not bring the premium to so small an amount as the 
ordinary rates for whole-life assurance, it may yet enable a 
man with limited means to take an endowment assurance 
policy when otherwise the high rate of premium might 
make such a policy scarcely feasible. 

The same considerations in regard to deferring bonuses 
or taking them at frequent intervals apply in the main to 
endowment assurance as to whole-life policies; there are, 
however, certain minor diflferences in regard to bonuses 
which are well worth consideration. There is at present a 
considerable diversity of practice among assurance com- 
panies in regard to the allotment of bonuses to endowment 
assurance policies. Some offices give the same reversionary 
bonus to both whole-life and endowment assurances ; other 
offices give bonuses that are of the same cash value, the 
^versioiiary bonus being greater on whoie^life policies. 
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Another point in connection with bonuses is that if an 
endowment assurance policy matures between two valua- 
tions, the bonus for the years from the date of valuation to 
the maturity of the policy is at a lower rate than if the 
policy became payable immediately after the cteclaration of 
a bonus; thus a policy maturing, say, in 1896, in an office 
whose valuations were made on December 31st, 1891, and 
December 3 1st, 1896, might receive a bonus for the last 
four years at the rate of only £i per cent, per annum ; 
while, if the policy matured just after the valuation of 
December 31st, 1896, it would receive the full valuation 
bonus of £2 per cent, per annuni. This might make a 
difference of as much as £i0 on a X1,000 policy, simply 
because it matured on December 31st, 1896, instead of on 
January Ist, 1897. This is an extreme case, but it 
illustrates the principle which has hitherto b^n pretty 
generally adopted, although in recent years a few offices 
have recognised its injustice and have given bonuses at the 
full rate to endowment assurances that arrive at maturity 
between two valuations ; this juster practice is likely to 
become universal. 

Another matter to which policy-holders should pay atten- 
tion is the number of premiums payable under a policy 
maturing at a given age ; thus, a man aged thirty taking 
endowment assurance maturing at age sixty, pays thirty 
annual premiums in most offices, but in some he may have 
to pay thirty-one. For instance, a man who is thirty in 
March, 1897, takes a policy in October, 1896, payable at 
age sixty or previous death ; by October, 1925 he will have 
paid thirty premiums, by October, 1926, his policy will 
have been in force thirty complete years, but he will not 
be sixty years of age until March, 1927. Some offices 
would require him to pay a thirty-first premium in Octc^iwTf 

and would not pay the sum assured under the po||c^ 
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till his sixtieth birthday in March, 1927; other oflSces 
would pay the policy in March, 1927, but would not 
require a premium to be paid in October, 1926, while yet 
other offices would pay the sum assured in October, 1926, 
on the thirtVeth anniversary of the issue of the policy, 
and would only require the payment of thirty premiums in 
all. While a diversity of practice exists in regard to these 
matters at present, there is a tendency to require the 
payment of only thirty premiums in such a case, and to 
pay the policy on the anniversary of its issue without 
waiting for the birthday of the policy-holder. 

These are details to which an intending assurer should 
pay attention, since the difference, especially under policies 
for short terms, such as ten or fifteen years, is porportion- 
ately large ; and when the end of the term is drawing near 
considerable dissatisfaction might be felt if an unlooked-for 
demand were made for an extra premium, or if an unex- 
pected delay occurred in the payment of the policy. Such 
questions as these do not arise when the endowment 
assurance matures after a fixed number of years instead 
of at a given age ; and this method of dealing with the 
matter is becoming increasingly popular. 

Some assurance companies do not possess the power 
under their deeds of settlement or articles of association to 
issue endowment assurances that participate in profits, 
and consequently they sometimes put forward endowment 
assurance schemes, in which bonuses of a certain fixed 
amount are definitely guaranteed; these, of course, are 
really non-participating policies, inasmuch as the addition 
or bonus would not vary with the prosperity of the office, 
la calculating the cost of such bonuses the company must 
ndoessarily guard itself against loss in the same way aa ia 
calcalatuiff the premiums for ordinaiy nmi-par^^pathig 
aasunmce ; h^nee lor the same reaeons tM 



mnowumT assubanoe. 


105 


company participation in profits is preferable to non-parti- f 
cipation, so participation in profits is normally preferable 
to a guaranteed bonus. 

An approximate idea of the relative premiums charged 
for endowment assurance, both with and witfiout profits, 
may be gathered from the following table of premium 
rates, which are the average of premiums charged by a 
large number of offices. 


Annual Premiums for Endowment Assurance for £100. 

Age at 
Entry 

Years till 

1 Maturity 

With Profits 

Without Profits. 



£ 8. d 

£ s. d. 

26 

1 20 

6 1 6 

4 7 3 


26 

3 18 6 

3 8 0 


30 

3 4 10 

2 16 7 


36 

2 16 6 

2 8 10 


40 

2 10 11 

2 d'll 

30 

20 

4 19 0 

4 8 10 


25 

3 10 10 

3 10 6 


30 

3 7 4 

2 18 11 


35 

2 19 4 

2 11 7 

36 

15 

6 18 0 

6 2 3 


20 

5 2 6 

4 11 1 


25 

4 2 7 

3 12 11 

i 

30 

3 10 9 

3 2 0 

40 

10 

10 12 11 

9 11 4 


15 

7 0 1 

6 5 11 


20 

5 6 9 

4 14 2 


26 

4 6 10 

3 16 9 

46 

10 

10 14 6 

9 16 1 


15 

7 4 3 

6 9 7 


20 ' 

6 11 3 

4 18 10 


10 

11 0 2 

9 18 8 

1 

16 

7 9 10 

6 16 0 


Tbe table, in conjunction with the exphmatrane tbitt 
been given, will be readily undewtood. 
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In explaining the nature of endowment assurance on 
pp. 97-106, we described the characteristics of term assur- 
ance; we tlfare showed that it provided simply for the 
payment of the sum assured in case of death during a given 
term. In this way assurance protection may be obtained 
for a few years at a minimum cost, and were it certain 
that the necessity for assurance protection would have 
passed away by the end of the term this class of policy, on 
account of its small cost, would have much to recommend 
it. The circumstances are, however, exceptional in which 
this is the case, although they do sometimes occur, and 
term assurance may then be taken with great advantage. 

If, however, when the term comes to an end the need 
for the protection of assurance still exists, the policy-holder 
must not only pay a higher premium on account of his 
increased age, but must also undergo a fresh medical 
examination, and deterioration in health might even make 
it impossible to obtain life assurance at all. These two 
difficulties are sometimes met by a system called renewable 
term assurance — a premium is charged that is larger from 
the outset than is required for a fixed term of a few years ; 
and for this extra premium the policy-holder acquires the 
right to take at any time within an agreed period a whole- 
life or endowment assurance policy at the ordinary premium 
charged for the age at which the change is made. In this 
way assurance protection is obtained from the outset at a 
small cost, but if the change is not made until a somewhat 
advanced age is reached, the premium ultimately is apt to 
become inconveniently high ; hence this system, though 
convenient in certain cases, is normaliy much less advan- 
tageous for a policy-holder than the taking of a whole life ' 

^ or endowmdnt assurance policy at the eommeiioeineni 
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ASSESSMENT ASSUBANcTb. 

Renewable term assurance is a natural introduction to 
the consideration of two systems of so-called assurance, 
which seem to present certain attractions to the uninitiated, 
but which must be unequivocally condemned by any capable 
person giving adequate consideration to the subject. In 
discussing various kinds of assurance we have hitherto 
avoided any strong expression of opinion for or against 
the different systems considered, because they all present 
certain advantages and are suitable under various cir- 
cumstances. We feel compelled, however, to say^in the 
most definite manner that natural premium and assessment 
assurance are thoroughly and entirely unsatisfactory. Any 
advantages that they seem to offer can invariably be better 
attained by other means, and anybody to whom these kinds 
of policies are offered should at once decline to have any- 
thing to do with them. 

A reference to pages 24 and 25 will show the natural 
premium for the assurance of £100 for one year. The 
figures there given exclude any addition for expenses, being 
simply the natural premium by the H'“ table at 3 per cent, 
interest. It will be seen from this table that the natural 
premium — 


At age 20 is '6115 

At age 60 is 

2-8814 

„ „ 30 „ '7498 

1 » « 70 „ 

6-0880 

„ „ 40 „ 1-0006 

» » 80 „ 

14-0439 

„ „ 50 „ 1'5485 

1 « n 00 „ 

27-1318 


This is the premium for the assurance of a healthy life ior 
mm vm3p mi ihe basis mentioned, and if aaBonttiee were 
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worked on the principle of charging an increasing 
premium every year, and requiring each year satisfac- 
tory prwf of health, the system might be financially 
sound. From the policy-holder’s point of view this would 
usually bl objectionable on account of the increasing 
premium, and it would invariably be objectionable on 
account of the possibility which might occur at any time of 
ill-health preventing the continuance of the assurance when 
it was most needed. This latter objection might be got 
over by charging a higher premium than would be 
necessary to cover year by year the cost of the natural 
premium for healthy lives and the expenses of manage- 
ment, and leave the system only open to the objection of 
prohibitively high premiums at the later ages. 

The system so worked would be less satisfactory than 
“renewable terra assurance,” which ordinarily carries the 
right to (phange at any time within certain limits of age to 
whole-life or endowment assurance as previously explained ; 
but natural premium or assessment assurance is advocated 
by a few companies who confine themselves chiefly, if not 
entirely, to this class of business without oflTering the 
option of changing the nature of the policy. In doing 
so, however, they fail to make a practice of increasing 
the premiums from year to year, and people who take their 
policies frequently suppose that the premium throughout 
tke entire duration of the policy will remain the same 
as for the age of entry. In actual practice the premium 
does remain constant for some few years, but is liable to 
be increased at any time the assessment company thinks 
fit. That is to say the policy-holders arer assessed 
according to the experience of the company from time to 
time. This leads to injustice in very many ways; the 
policy-holders who die soon pay too little, and the |Kdi^ 
h^dtrt 'who Hve long pay too MmAi 
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there is the fatal weakness that a company working on 
these lines can only continue to exist so long as a large 
number of policy-holders are content to pay whatever 
premium is demanded from them, or so long as a*constant 
succession of new policy-holders in increasingly large 
proportions is to be found willing to join. The mortality 
among new policy-holders who have recently passed 
medical examination is very light, consequently their 
premiums not being required to pay their own death 
claims, are available for the payment of the death claims 
of policy-holders of older standing. In this way each 
batch of policy-holders supplies the means of paying the 
claims of their predecessors, and must look for the payment 
of their own claims to the contributions of tlieir successors. 
It is thus apparent that companies of this sort possess no 
element of stability, and as a matter of fact, although the 
system has been tried with various modifications^^r very 
many years past, there is no single instance of any such 
company having lasted for any great length of time. 

For the most part they make a point of not accumu- 
lating funds, and when the time comes, as it invariably 
does, that the premiums have to be increased, there is a 
general exodus of the healthy lives, who can get assurance 
elsewhere, with the result that the inferior lives remain on, 
consequently making the mortality experience exceptionally 
heavy, so involving further increase in the assessment, 
further exodus of the least unhealthy lives, further increase 
in the mortality, and so on continually, till the company 
ceases to exist. 

It must be obvious to the meanest intelligence that if 
this system had anything whatever to recommend it* 
established life offices in the possession of ample resottmet 
^ mee^ any demands that were made upon them would 
.too ready to include it among the i^ul|dfii#igf . 
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schemes that they offer to the public ; there is no instance 
of this being done. 

An ordinary life office wishing to discontinue its busi- 
ness could at any moment cease to accept new policy- 
-holders, aijd meet all claims that would be made upon it 
with unfailing regularity at maturity. An assessment 
company would be utterly unable to do anything of the 
sort. The amount of premium it would require from 
the policy-holders who desired to remain in it till death 
. would be so exorbitantly high that the policy-holders would 
be compelled iii» self defence to throw up their policies 
altogether. There is no question that the system is bad, 
and no heed should be paid to suggestions to take a policy 
of this sort. 
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ENDOWMENTS. 

In the chapter on endowment assurance we briefly 
explained tlie nature of an endowment ; it is au arrange- 
ment to pay an agreed amount on a fi^ed date, provided 
the policy-holder be then living, nothing being paid should 
he die before the endowment becomes duo. 

The most frequent application of this kind of business 
is in connection with endowments for children. The 
premium commences when the child is young, and the 
endowment is payable on attaining some such age as 
fourteen, eighteen, twenty-one, or twenty-five. !!hie object 
is to provide the means for education, for starting a young 
man in business, or for giving a girl a sura of money at 
about the time she would be likely to marry. There are, 
of course, other applications of the system, but these are 
the most frequent. In the case of children it is fitting tliat 
no financial benefit should result from their death, inasmuch 
as no financial loss is incurred by their death, consequently 
it is frequently arranged that in the event of death before 
the endowment becomes due, no payment whatever is made 
by the assurance company ; sometimes, however, a higher 
pi'emium is charged for the endowment, and in the event of 
death before maturity, it is provided that all the premiums 
paid shall be returned, sometimes without interest^ and 
sometimes with interest at quite a low rate, such as 2 per 
cent. Some idea of the cost of children’s endowments, with 
and without the return of premiums, may be gathered fftWA 
t^ following table:-* 
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Annual Premiums for Children’s Endowments of £100. 

Age at 

Age at 

Premiums 

Fremiuma 

£ntry. 

Maturity. 

Returnable. 

Non-returnable. 


1 

i, B. d. 

£ s. d. 

1 

14 

6 6 6 

6 12 6 


18 

4 9 11 

4 2 3 


21 

3 12 6 

3 5 0 

3 

14 

7 16 3 

7 1 1 


18 

/) 6 0 

4 19 7 


21 

4 3 9 

3 16 8 

5 

14 

9 16 9 

9 0 8 


18 

6 7 2 

6 1 1 


21 

4 17 10 

4 10 7 

7 

14 

12 16 0 

11 15 1 


18 

7 16 11 

7 9 11 


21 

6 14 7 

5 8 3 

9 

14 

18 6 8 

17 14 11 


18 

9 16 1 

9 9 9 


21 

7 1 3 

6 11 9 

11 

18 

13 3 2 

12 12 1 


21 

8 13 2 

8 4 1 

13 

18 

18 14 10 

18 4 10 


21 

10 19 6 

10 11 7 


The premiums for endowments are sometimes arranged 
to cease at the death of the parent, the endowment being 
p^id when the child reaches the agreed age. There are 
vadous other plans under which children may be assured ; 
the most common takes the child without medical examinar 
tion, pays nothing in the event of death before 21, and 
after tiiat the policy becomes an ordinary whoIe>Iife or 
, endowment assurance, subject to a vejgr low piepiium in, 
^ ^pns^uence of the early age at which it was taken Oilt. 
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ASSUEANCE. 

Somewhat akin to endowments is a iwlicy that pro- 
vides for the payment of an agreed amount at a fixed date 
entirely irrespective of the death or survivance of any 
individual. As an example, we may take the case of a 
man who has invested money in leasehold property. The 
lease will expire, let us say, in forty years, at the end of 
which time no further income will be forthcoming from the 
investment, and no part of the capital invested will be 
returned. The rent from the leasehold properly would, 
of course, yield a higher interest upon the purchase pi ice 
than if the property were freehold, and by devoting a part 
or all of the difference between the returns from lease- 
hold and freehold property to the payment of a premium 
on a fixed-term policy, the investor may, when the lease 
expires, receive from the assurance company the amount 
of the capital invested in the purchase of the leasehold 
property. 

We may illustrate this by a concrete example. Sup- 
pose a man invested a thousand pounds in a lease that 
has forty years to run, expecting to realise from it an 
income of 5| per cent If he received and spent the 
entire return throughout the fGHy years, he would at 
the end of the time be without his capital of <£1,000, but 
if he devoted i)er cent., or £12 lOs. a year, to pay 
the premium on leasehold insurance for £1,000 payable 
ah ^ end of forty years, ho would receive a net return 
■J4 ner cent unon his money, and at Ibe expiration of hii 
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lease receive from the insurance company £1,000, that 
would replace the money originally invested, thus giving 
him a clear return of 4 per cent, without diminishing 
his capital. The £1,000 would be paid by the life office 
at the end of forty years to the policy-holder, or to his 
estate, without any reference to death or survivance. Of 
course in such a case no medical examination is required 
before the policy is issued. 
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MISCELLANEOUS POLICIES. 

. We have discussed assurance under which the sum 
assured is payable at death; we have seen that the 
premiums for such policies may be payable for life or for a 
limited number of years ; we have considered endowment 
assurance under which the sum assured is imyable at a 
fixed date or at death if previous ; we have analysed term 
assurance, which provides only for payment at death within 
an agreed period, and endowments, which provide for 
payment only in the event of surviving to an agreed date. 
In considering participation in profits we have s^en that 
they may increase the sum assured, reduce the premiums 
payable, or bo recei\ed in cash, and though tliero arc a 
great variety of policies jidvlrtised by different companies 
at the present time, they aio all variations or combinations 
of some of these plans. Most of them, however, have 
something to recommend them in individual cases, and 
though adequate consideration of the matter for the most 
part leads to the adoption of some simple application of 
assurance principles, the more complicated policies attract a 
certain amount of attention, and need to be briefly noticed. 
There are, for instance, double endowment assurances 
which provide for £100 to be paid if the assured die before 
the maturity of the endowment, while £200 is i)aid if the 
assured live to maturity. Such iwlicies are granted to 
persons whose health is not sufficiently good to justify the 
itH^e of an ordinary policy, the premium being compara- 
high when regarded as assuring only £100, though 
fnr the aaflii ranee of £200. Somewhat akin til* 
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these are policies which, while definitely assuring a given 
amount at the end of a specified term, provide only for 
the returp of the premiums should death occur before the 
date fixed for payment. On the other hand, endowment 
assurances are sometimes issued under which ^200 is 
payable in the event of death before maturity of the 
endowment, and only £100 is payable if the assured survives 
the endowment period. Yet another variation is to be 
found in the system which grants £100 at the end of the 
endowment period and grants also £100 at death, whether 
it occurs before or after the maturity of the endowment — 
that is to say, if a man takes such a policy with a twenty- 
year endowment period, he is paid only £100 if he dies 
within tJie twenty years, but if he survives for twenty 
years he is then paid £100, and the company guarantees 
his estate a further £100 whenever death occurs. 

Another combination of whole-life and endowment 
assurance is occasionally put forward, which provides that 
one quarter of the sum as'iureu shall be payable say at 
fifty, other quarters payable at ages fifty-five and sixty and 
the remaining quarter at death. 

In order to meet the convenience of j)olicy-holders who 
are unable to determine at the outset whether they require 
a whole-life or an endowment assurance policy, the option 
is sometimes given of paying for the first five years a 
premium slightly in excess of the ordinary whole-life rate, 
which may be continued from the sixth year onwards as a 
whole-life policy at the same premium, or may be changed 
to an endowment assurance j®icy at a lower premium than 
for the attained age of the assured at the time of making 
his choice. 

But it becomes tedious to catalogue the various 
which the few simple principles of the leading 
he etuubiiied. Except in spedal drcumstw^* 
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holder does better to assure on some extensively ad(^ted 
plan, rather than upon some complicated combination. 
After all, these combination policies aie only equivalent to 
two or three different policies of a simpler sort, and 
regarded in this way it is improbable that any man would 
think it worth while to take out a series of separate 
.policies, in order to accomplish the object which a com- 
bination policy serves. Such combinations sometimes have 
the advantage of atti acting attention and exciting inquiry, 
and life offices deserve credit for the ingenuity displayed 
in endeavouring to meet all conceivable wants ; but while 
recognising this, it must nevertheless be admitted that 
policies on generally adopted plans are usually the more 
advantageous. 

The policies so far discussed have contemplated only 
contingencies of living and dying, but the di%ulty of 
feeling sure that the payment of premiums can be main- 
tained is one that must frequently strike many policy- 
holders who depend for theft* income upon the maintenance 
of health. To meet this contingency a combination of 
sickness assurance and life assurance is sometimes put 
forward. This involves the payment of a higher premium 
than is required merely for life assurance, but carries the 
provision that the payment of premium shall cease in the 
event of the policy-holder becoming incapacitated, either by 
Ewcident or bodily or mental disorder, from continuing to 
earn his livelihood. This provision is temporary if the 
disablement is temporary, and peimanent if the disable- 
ment is permanent. ConsidHing, however, that the liability 
» incapacity becomes excessively high after reaching some 
mch age as sixty-five, a premium is charged that ceases 
Ktulef any citmumstances on attaining such an aga It is 
a policy might be taken in a sickness assur«|oe 
iHBii'iii ill III wAiild nrovide an amount sufficient to naw 
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the life premiums in the event of illness or disablement, 
but there are certain conveniences in having the two things 
combine(,l in one policy This book, however, does not 
profess to deal with sickness and accident insurance, and a 
short mention of this conumient combination must suffice. 



JOINT LIFE ASSDKANCE. 

Up to the present the policies we h.ive beori considering 
have been concerned with only one life, but it frequently 
happens that two or more people may be so connected 
that assurance which depends upon the li\ es of more than 
one person may be advantageously taken. A common 
instance of this is to be fouml in partnerships, where on 
the death of one partner it is desirable for the remaining 
partners to pay out the share of the capital owned by the 
deceased member of the firm. This might frequently be 
inconvenient to do, and a policy that provides the necessary 
amount at the death of the fiist of the partners who dies 
would be found advantageous. Before consideiing the 
terms upon which assurance companies grant such policies, 
it may be well to see how the premiums to be charged 
for them may be arrived at. 

In order to show this clearly, let us suppose that there 
are ten pairs of partners, and that five of the older 
partners and two of the younger may be expected to die 
within one year. Obviously the deaths of the five older 
ones will reduce the number of pairs of partners from ten 
to five, but it cannot be said that the deaths of the two 
younger ones will further reduce the number of pairs 
remaining alive from five to three. It is probable that 
one out of the two you^er partners who die was in 
partnership with one of t^ five older ones who died, and 
that the other junior partner whose death occurred was 
associated with one of the five senior partners who survived. 
Probably, therefore, the number of pairs of partners, of 
whom at least one partner would die, would be six* leaving 
htiv iNiirs of partners alive. We may resard it in Wother 
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w&ff and think of those who survive rather than of those who 
die. We saw that of the junior partners and of the 
senior partners are likely to survive, and multiplying these 
two fractions together we have pairs of partners who 
survive. Ir other words, four pairs of partners out of ten, 
which is the same result as before. This is a very simple 
illustration, in which a rate of mortality is assumed greater 
than is likely to occur in actual practice, but it shows that 
multiplying together the probability of surviving at each 
of the two ages, gives us the probability of survivance of 
a pair of partners. By taking the mortality table for 
individual lives, and combining in this way the results 
so obtained, we can make if we choose a fresh table for 
pairs of lives, instead of for individuals. Such a table 
for ten years is given below for partners aged respectively 
thirty and sixty, at the time they came under observation. 


Table showing probable duration of pairs of lives. 


Probable 
number out of 
every 100 
who survive the 


Probable Probable 

iiunibei out of number out of , 

every 100 eieiylOO 

who sun ne who survive 
♦ 1.0 voor 41.0 ., 0 ... each year. 
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The probable number of individuals who will survive out 
of every hundred at each age is given in column four 
on pages 4 and 5, and by multiplying together the fractions 
obtained by putting these numbers as numerators and 
100 as denominators, we obtain the probabiliiy that a pair 
of partners of these ages will survive one year. 

The first column gives the age of the younger life 
and the third column the age of the elder life, and the 
details given in columns 5 and 6 refer to pairs of lives 
of the ages given in columns 1 and 3. Columns 2 and 
4 are copied from the mortality table on pp. 4 and 6. 
In column 5 we have the probable number out of every 
100 pairs of lives who survive the year. This is 
obtained for ages thirty and sixty by multiplying 


99*2277 97 0322 


9628*3 


as the prob- 


Too- " TOO- ipoo 

ability for each pair, or 96*283 pairs per 100. The details 
for other years ai*e obtained in the same way. The last 
column gives the number living at the beginning of each 
year out of every 10,000 pairs alive at the commence- 
ment. This corresponds to column 2 of the mortality table 
on pp. 4 and 5. By multiplying the number living at one 
pair of ages by the probability of surviving one year we 
obtain the number living at the commencement of the 
next age. Thus : — 

10,000 X = 9,628 

lUU 


9,628 X = 9,246. 

and so on throughout. 

With this information available we can ascertain the 
premium to be charged for assurance payable at the dea& 
of the first partner in precisely the same way as wo 
ocdiQiiIated the premiums for endowment assurance on p. 9f. 
ti tiiM aKava wArA AnntimiM) till aII thA noJni 
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partners as such had ceased to exist, we could determine 
the premiums for whole-life assurance and annuities in the 
same way as we did on pages 15 to 23. 

An e?(amination of the above results will show what is 
readily obviijus, that the cost of assuring a payment on 
the first death of one of two partners is greater than 
the cost of assuring the life of either partner separately. 
It is apparent that one partner may die bcfoio the other, 
and that therefore the risk is greater than if only one 
life were concerned. At the same time the premium is 
much Jess than if each of the partners were assured for the 
same amount as the pair. The average rate charged by 
assurance companies for the assurance of £100, without 
participation in profits, at the first death occurring among 
two partners of various ages, is shown in the next table, and 
a comparison with the rates for non-participating whole life 
assurance, given on page 37, will show the relative cost 
of partnership assurance and of the assurance of individual 
lives. 



£100, payable at the I 



Age »t 



Age at entry of other Life. 











one 








Life. 

20 

25 

30 

35 

40 

50 

60 


£ B. d 

£ 8. d 

ii S d 

£ 8. d 

£ 8 d 

£ 8. d 

£ 8. d 


2 12 i 

2 15 { 

3 0 0 

3 6 4 

3 12 10 

4 16 ; 

7 1 11 

25 

2 16 9 

2 18 7 

8 1 6 

3 7 9 

3 14 10 

4 17 10 

7 3 2 

30 

8 0 0 

3 1 6 

3 6 4 

3 11 11 



7 5 7 

35 

3 5 4 

3 7 9 

3 11 11 

3 15 8 

4 1 11 

5 8 5 

QRil 

40 

3 12 10 

8 14 10 

3 18 0 

4 1 11 

4 7 11 

5 8 3 



4 2 7 

4 4 5 

4 7,2 

4 11 1 

4 16 2 

5 14 8 



4 16 3 

4 17 10 

raWi; 

5 3 5 

5 8 3 

6 5 4 

8 6 (» 

65 

6 15 5 

5 1611 

6 19 1 

5 15 9 

6 6 1 

7 7 1 

813 71 

60 

7 111 

7 8 2 

7 5 7 


7 11 10 

7 16 10 

±3 
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The same principle may be applied to groups of partners 
greater than two. The probabilities of survivance of 
the individual partners being multiplied into one another, 
in order to get the probability of the survivaiico of pairs 
or groups of partners. 

Although we have only quoted the rates for non- 
participating joint life jissurance, many companies grant 
policies of this sort with participation in profits, of course 
at an increased premium. 

While joint life assurance of this kind may frequently 
be taken with advantage, it is always worth considering 
whether it is not more beneficial for each of the two 
[)artners to be separately assiu‘ed. Something depends 
upon the relative ages of the lives concerned, but the 
assurance of <£1,000 e/ich does not in some cases come to a 
much higher annual premium than the assurance of £1,000 
on the death of the fii*st life. The reason of this is that 
the premium on the younger life would probably have to l)e 
paid for a longer time than the premium on the joint lives. 

SURVIVORSHIP ASSURANCE. 

While circumstances may sometimes be such as to 
make the payment of the sum assured desirable at the 
first death out of two, it may sometimes be convenient 
to arrange for assurance that shall be payable at the death 
of the last survivor. In the case, for instance, of sisters 
being adequately provided for so long as either of two 
brothers is living, and unprovided for should they both 
die, survivorship assurance would be a convenient arrange 
mentj the average non-participating rates for such a c»»e 
are shown in the next table. 
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Age at 



Age at entry of other Life. 



entry 








of 








one Life 

20 

23 

30 

35 

40 

60 

60 


i 8 d 

i 8 d 

£ 8. d. 

£ 8 d 

£ 8 d 

£ s. d 

£ 8. d 

20 

1 0 2 

1 1 6 

1 2 10 

1 4 2 

1 5 7 

1 8 .8 

1 10 8 

25 

1 1 6 

1 3 1 

1 4 9 

1 6 6 

1 8 2 

1 11 4 

1 14 2 

30 

I 2 10 

1 4 9 

1 6 10 

1 8 11 

1 11 1 

1 15 1 

1 18 8 

85 

1 4 2 

1 6 6 

1 8 11 

1 11 5 

1 14 1 

1 18 6 

2 3 10 

40 

1 6 7 

1 8 2 

1 11 1 

1 14 1 

1 17 6 

2 4 5 

2 10 3 

46 

1 6 11 

1 9 10 

1 n 8 

1 16 2 

2 0 11 

2 9 8 

2 17 11 

■9 

1 8 8 

1 11 4 

1 15 1 

1 18 6 

2 4 5 

2 16 9 

3 6 11 

65 

1 9 6 

1 12 11 

1 16 10 

2 1 9 

2 7 5 

8 1 4 

8 16 9 

m 

1 10 8 

1 14 2 

1 18 8 

2 8 10 

2 10 8 

2 17 11 

4 8 4 


It will be noticed that the premiums for assurance 
payable at the death of the last survivor are much less 
than for assurance of the same amount payable at the 
first death of two lives. 

These policies also are granted by some companies with 
participation in prodts, 

CONTINGENT SURVIVORSHIP. 

There are yet other circumstances which may be 
economically provided for by contingent survivorship. 
Suppose a husband is in receipt of a pension, or has only 
a life interest in some estate, and that at the husband^s 
death the widow would be junprovided for ; it is possible 
fdf him to take a policy at a low premium that will secure 
a payment to his wife at bis death, but would stipulate 
that no payment at all should be made if the wife di^d 
before the husband. The premiums in sudh a oase wonld 
*oea9e if ei^er the husband or wile were to dk Ji will 
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seen from the annexed table of average premiums for this 
kind of policy that the rates charged are -very moderate. 


Annual Premiums for Assurance of £100, payable on^e death 
of A provided he die before B, both A and B being: males. 
Without Profits. • 

Age at 
entry 
of 

Life A 

Age at entry of Life B. 

20 

26 

30 

85 

40 

60 

60 


£ 8. d 

£ 8. d. 

£ s. d 

£ 8. d 

£ 8. d 

£ 8. d 

£ 8.d 

HI 

1 8 0 

1 0 0 

1 5 0 

1 4 5 

1 3 7 

1 1 7 

1 0 1 

2 :> 

— 

1 1011 

1 1) 8 

1 8 3 

1 0 10 

1 4 4 

1 2 4 

30 

- 

- 

1 15 4 

1 13 4 

1 11 11 

1 8 7 

1 d 0 

35 







1 19 0 

1 17 7 

1 13 1 

1 8 0 

40 


— 

— 

— 

2 0 5 

2 0 9 

1 15 8 

45 


- 

- 


- 

2 10 2 

2 3 1 

50 


_ 





•'5.3 

2 10 I 

55 

— 



— 

__ 


3 15 (1 

00 

~* 



— 

— 


5 310 


In most cases no provision is made for the return of 
the premiums should the wife die before the husband, the 
chance of the wife receiving the sum assured in the event 
of her surviving her husband being the value that has 
been received for the payments made. These policies are 
usually, if not invariably, granted without participation 
in profits. 
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ANNUITIES. 

Before passing to practical information as to how 
assurance may be effected and the conditions applying to 
policies, we may consider the question of annuities, to 
which reference has already been made on pages 21-26. 

IMMEDIATE ANNUITIES. 

Immediate annuities are purchased by the payment of 
a lump sum, in return for which the assurance company 
grants a fixed income for the remainder of life. In the 
case of a jierson who desires to obtain as large an income 
as possible, and who.se circumstances are such that there is 
no occasion to leave aipital at death for the benefit of 
others, an annuity is a satisfactory means of obtaining an 
increased income. Whether the annuitant lives for few 
years or many, the assurance company pays the annuity 
till death. By their very nature annuities do not partici- 
pate in profits. The amount is definitely fixed from the 
outset, for if bonuses on annuities could be declared at all, 
they should be given to those who die soon, but not to those 
who live long, and as it is not possible to determine before- 
hand which individuals will live long and which will die 
soon, annuities cannot be granted on the participating 
system. 

•in some senses annuities are the opposite of life assur- 
ance. The estate of the annuitant would suffer by early 
death, while the estate of the assured would gain 1^ it, 
but on the other hand annuities are an admirable system 
V>f assurance, inasmuch as a relatively lai^ income is defin- 
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itely assured for life. Annuities are usually payable half- 
yearly, and the average rates granted by British offices for 
each XI 00 paid is shown in the following table. 


Average Rates for Immediate Annuities granted each £100 

of Purchase Money. Annual amount, payable in half yearly 
instalments. 

Age last birthday 

Males. 

Females. 


£ 

8 . 

d. 

£ 8 . 

d. 

40 

6 

1 

7 

5 11 

6 

45 

6 

11 

2 

6 0 

0 

60 


3 

3 

6 11 

2 

55 

7 

19 

3 

7 6 

0 

60 

0 

3 

2 

8 6 

7 

65 

10 

15 

5 

9 ]■) 

5 

70 

12 

18 

2 

11 16 

5 


If the annuities are payable yearly, the amount is 
slightly higher, if payable quarterly, somewhat less. 

It will be noticed from the above table that the 
annuities to females are less than to males ; but the pre- 
miums for the assurance of female lives are more than the 
premiums for the assurance of male lives. At first sight 
this seems unfair, but it is strictly in accordance with the 
experience of mortality of the two sexes, A comparison is 
given below of the probable average duration of life and 
of the probabilities of living over one year, deduced from 
the Healthy Males and Healthy Females Tables published 
by the Institute of Actuaries. 
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Table showing for Males and for Females the Avert^e 
Duration of Life and the Probabilities of Living over 
one year. 

Age. 

A\ '•rage Duration of Life. 

Probabilities of 

Living over One Year. 


Males. 

Females. 

Males 

Females. 

20 

42-061 

40-816 

-99.3671 

•993122 

25 

.38-405 

.37-409 

•99.3370 

•989186 

30 

,34-681 

34-603 

•992277 

•988160 

35 

,31-016 

31-445 

•991226 

•988240 

40 

27-399 

28-253 

•989694 

•9874.53 

45 

23-792 

24-987 

•987808 

•986382 

50 

20-306 

21-616 

•981050 

■985.547 

55 

16 962 

18-192 

•978967 

•981732 

00 

1.3-830 

14-851 

•970322 

•976319 

G.) 

11-012 

11-772 

•956569 

•962623 

70 

8-495 

9-082 

•937808 

•944357 

75 

6-376 

6-925 

•901639 

•905146 

80 

4-719 

6-450 

•855348 

•878214 

85 

3-511 

3 813 

•790115 

•814363 

90 

2-357 

3-302 

•720548 

•724960 


From this it will be seen that at age twenty the male 
duration of life is greater than the female, at age thirty it 
is approximately the same, although the probability of a 
male surviving the year is greater than that of a female ; 
at age forty, the probable duration of life is greater for 
women than for men, though the likelihood of living for a 
year is less ; at age fifty, and at all subsequent ages, both 
probabilities are in favour of female lives. This means that 
ilfVomen survive a certain age their duration of life is 
likely to be longer than that of men; consequently, an 
insurance company would have to pay female annuitants 
of a given age for a longer time than they would have 
^to pay nudes of the same age, Theielore» they aiEe 
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only able to grant a smaller annuity for the same amount 
of consideration ; but in the case of life assurance policies 
the probability of death at most ages at which assurances 
would be effected is greater in the case of wonie!i than in 
the case of men, and consequently it is necessary that 
women slioiild be charged a higher premium. 

DEFERRED ANNUITIES. 

We have said above that annuities are the antithesis of 
life assurance, and as applied to immediate annuities this is 
true, but it is scarcely true of the plan of purchasing an 
annuity, the payment of which does not commence until 
the expiration of a fixed number of years. This is called 
a deferred annuity, and may be purchased either by a single 
payment or by annual premiums. 

If a woman aged thirty is earning her ovffi living, 
and is able to annually .set aside some amount as provision 
for old age, she may pay the amount of her savings to an 
assurance company and be guaranteed by it the receipt of 
an annuity commencing at any age she may select, and 
continuing till death. In the event of her dying before 
reaching the commencing age the premiums paid to the 
assurance company are not returned. This of course 
enables the company to grant a higher annuity than if 
the payments made had to bo refunded, but many women 
have no one dependent upon them, and are fully entitled 
to obtain the fullest benefit they can for their old age. 

It will be seen that deferred annuities are very similar 
to endowment policies, described on page 111, the only 
difference being, that in the case of the deferred annuity an 
income is guaranteed, and in the case of the endowment a 
lump luih of money is assured. The annual premiums on 
deferred annuities may be paid yearly,^ half-yearly, 
quarterly, ot, in some oases monthly, and they U8«iillj|r 
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continue up to the time at which the first payment of the 
annuity falls due. It can also be arranged that they 
should be paid for by live, ten, fifteen, or twenty annual 
premiums, in the same way as premiums on whole-life 
policies ma/ be paid, as described on page 86. 

JOINT LIFE ANNUITIES. 

There are some circumstances in which it may be 
desirable to provide an income so long only as two or more 
people are all alive. The principle upon which the cost of 
such a provision may be determined has already been 
explained on pp. 1 1 9-1 22. Joint life annuities provide that 
as long os both the two (or more) persons concerned are 
alive, the annuity shall be paid to them, but that on the 
death of one the annuity shall cease. Such annuities are 
not often required, but in Actuarial Tables they are 
frequently given as a convenient means of arriving at 
the premium to be charged for joint life assurance, in 
consequence of the connection between life assurance 
premiums and annuities, which was described on page 26. 

SURVIVORSHIP ANNUITIES. 

A system that is much more frequently advantageous is 
that which provides for the payment of an annuity 
during the continuance of either of two lives. Thus, a 
man and his wife having no one dependent upon them may 
advantageously invest their capital in a survivorship 
annuity, so providing for a fixed income so long as either 
the one or the other is alive. The rates for anmiiti^ 
p{ this sort can be obtained from assurance companies on 
application. Some idea of the probable cost of an annuity . 
of J^lOO various ages, assuming both annuitants to 
be males, may be obtained from the following tabley wlnofi^ 
|lv6S tbo value of the annuity by tllO'E^ JP|bje, 
at 3^ % without any a^ltion lor ' 
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Table showing cost of an Annuity of £100 payable daring the 
life of both or either of two male lives. 

• 

Age of 
one Life. 

Age of other Life, , 

20 

30 

40 

60 

(10 

70 


£ 

2,319 

2,247 

2,180 

2,122 

2,077 

2,048 

£ 

2,247 

2,148 

2,053 

1,973 

1,912 

1,873 

£ 

2,180 

2,053 

1,921 

1,801 

1,710 

1,064 

£ 

2,122 

1,973 

1,801 

1,026 

1,483 

1,390 

£ 

2,077 

1,912 

1,710 

1,483 

1,269 

1,113 

£ 

2,048 

1,873 

1,654 

1,390 

1,113 

880 


Inasmuch as the rate of interest earned by assurance 
companies exceeds 3 J % , and as the expenses -connected 
with annuities are small, the prices for annuities as given 
above are not far off what assurance comjmnies would be 
likely to charge. 

SECURITY FOR ANNUITIES. 

In nearly all cases where annuities are purchased it is 
of supreme importance that there should be no doubt as to 
the complete security for the payment If the office from 
which the annuity is purchased is wisely chosen, the most 
complete confidence may be felt that the annuity will 
be punctually paid. Over and above the fact that 
most British offices are completely sound and solvent, 
annuitants are in certain respects iu a better position 
than participating policy-holders. In the event of a 
company proving unsuccessful in its working the bonuses of 
|»rticipating poli( 7 «holdeni would be reduced, and the 
pmniums paid for the sake of participet&g III 
would yield them little or no return ; but until 
had entirdy ceaeed > leoeive mf hmxt 
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afc all, the amount of the annuities could not be in any 
diminished, while in the case of a proprietary office the 
entire fui^ds of the shareholders would have fo be lost 
before the annuitants would suffer. Consequently the 
security offered to annuitants is exceptionally strong, 
and in most British offices the most complete confidence 
may be felt that the annuities contracted for will be 
punctually paid without any diminution. 

The offices are, of course, obliged to deduct income tax 
before paying annuities, but this can always be recovered if 
the income of the annuitant is not such as to render 
him liable for it. Further reference to the subject of 
income tax is made on page 171. 
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SELECTING A LIFE OFFICE. 

In previous parts of this book we have briefly ex- 
plained the theory of life assurance, and have described 
the principal kinds of policies that are presented for the 
selection of an intending assurer. When such an one 
has made up his mind as to the kind of policy that will 
best suit his circumstances, he will naturally want to effect 
his assurance with an oflEice that is certain to meet its 
liabilities when they occur, and that is likelj^ to yield 
good returns in the shape of bonuses, if the policy is taken 
on the participating plan. How shall the intending 
assurer judge ofjhe financial strength and future prospects 
of an insurance company 1 In actual practice most people 
are acquainted with, or can easily get to know, the reputa- 
tion of various offices for security and bonus prospects, 
but it is always well that a man should be able, if lie 
chooses, to form for himself some opinion upon these 
points, which are of vital importance. We must, therefore, 
briefly consider the accounts of life offices, and how to 
judge from them as to the position of a life company. 

By the Life Assurance Companies Act it is necessary 
for assurance companies doing business in the United 
Kingdom to deposit annually with the Board of Trade 
a revenue account and balance sheet prepared in a 
prescribed way; they are also required to deposit from 
time to time certain particulars setting forth the present 
tftbie of their existing liabilities, the bonuses they ere 
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declaring upon participating policies, and various other 
details. From these returns it is possible to judge with 
considerable accuracy both the present statjis and the 
future prospects of a company. 

REVENUE ACCOUNT. 

Dealing firet with the annual accounts, we may illus- 
trate the nature of the particulars required by combining 
into one account the statements filed with the Board of 
Trade during the year 1895 by the whole of the eighty- 
one ordinary offices doing business in Great Britain. 

The combined revenue account is as follows 


Summary of tho Life Assurance Revenue Accounts of 

81 Ordinary British Companies. 

Inoome. 

Outgo. 

£ 

Fan* at beginning I, 

Of year ... j 

Premiums 17,637,683 

Consideration for ) , ooy 

Annuities ( i > ' 

Fines, Fees, &C. ... 11,106 

Capital paid up ... 368 

Transfers 28,160 

Miscellaneous ... 4,262 

£ 

Claims 12,792,262 

CashBonus&Reduc- ) , -on 

tionof Premium.! 

Surrenders 981,466 

Annuities 1,136,282 

Commission 990,651 

Expenses 1,693,984 

Bad Debts, and De-"^ 

crease in Invest- > 148,836 

nients ... ) 

Interest &Dividend8 ) c i 

toShareholdore j 

Transfers 33,242 

Miscellaneous ... 31,648 

Funds at end of year 196,010,383 

Total £216,388,527 

Total £215,388,627 
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FUNDS. 

The firstly item shows the funds at the beginning of 
the year, and the last item shows the funds al the end 
of the year. In most cases the funds at th(v end of the 
year are greater than at the beginning, and it is normally 
satisfactory that they should be so, but a decrease in 
funds is no necessary indication of inadequate security. 
It may occur year after year in the Ciise of a company 
that is not energetic and is not pushing for new business. 
This might indicate a certain lack of enterprise, and 
suggest that an office under more vigorous management 
might be likely to yield better results to its policy- 
holders, but a more frequent reason for a decrease in the 
funds is that a valuation has just been made, that large 
amounts have been paid in cash bonuses to policy-holders, 
and possibly largo dividends paid to shareholders. In such 
cases the amount of funds being less at the end of the year 
than at the beginning is of no importance. The security 
offered by life offices can practically only be judged by a 
consideration of the valuation returns, to which wc shall 
presently refer. 


PREMIUM INCOME. 

The next item in the account is the amount of the 
premiums received during the year. This item is one 
of great importance. It offers the principal criterion of 
the progress that a company is making ; it tells us better 
than any other detail of the annual account whether the 
business of a company is growing or declining, and prac- 
tically nearly all ratios of any real value have reference to 
this item. An increase in premium income from year 
to yemr Indicates a steady development of a company's 
tnu^ess; and thoueh increase in business is no test of* 
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secui’ity, it is a praotioal test of successful management. 
The increase need not be large, but any office that is well 
managed ^and generally appreciated is almost certain to 
show a steady increase in premiums. 

ANNUITIES. 

Next comes the consideration for annuities. In our 
remarks upon annuities we dwelt uj)on the necessity for 
selecting an office of unquestionable strength ; but while it 
may be supposed that the transaction of a large annuity 
business indicates a general opinion that an office is 
financially sound, it must be borne in mind that the 
annuity rates help to determine the choice by an annuitant, 
and that the special connections of certain offices also 
influence the amount of annuity business they transact. 
Another point to be noticed in regard to this item is that 
annuity business should yield an appreciable profit to 
shareholders, or to policy-holders who participate in surplus 
arising from annuities. Too much stress must not, how- 
ever, be laid upon this point ; the recent decline in the rate 
of interest yielded upon investments has necessitated a very 
general reduction in the annuities that a company will give 
for a certain purchase price, and it is possible that some 
offices may have granted annuities upon rates that are 
scarcely likely to prove remunerative, in which case little 
or no profit would result from the annuity branch of the 
business. In considering the question of annuities, regard 
should be had not merely to the purchase price which 
appears on the income side but also to the amount of 
annuities paid on the outgoing side of the account. 

INTEREST. 

We next come to interests and dividends ; this includes 
all returns upon investments, the income tax being deduclei 
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From this item in connection with the funds the rate of 
interest that a company is earning may be readily deter- 
mined. In ascertaining this rate it is usual to take the 
total amount of the funds, both invested and u*ninvested. 
Obviously, if a company is keeping considerfible amounts 
uninvested, the result will be the same to the policy-holders 
as if the investments were earning a somewhat lower rate 
of interest. In taking the amount of the funds upon which 
the interest is to be calculated, it is, of course, wrong to 
take either the amount of the funds at the beginning of the 
year, or the amount of funds at the end of the year, and it 
is generally recognised that a slight error is involved in 
taking the mean of these two amounts. Half the interest 
should be deducted from the mean of the funds at the 
beginning and end of the year, in order to obtain the 
correct amount upon which to reckon the intfjrest. The 
process of calculating the rate of interest would, therefore, 
be as follows : — 


& 


Funds at beginning of yo.ir , 

188,372,536 

Funds at end of j car . 

196,010,383 


381,382,919 

Deduct Intcrcit 

7.393,739 

balance 

376,989,180 

Divide by two .... 

188,494,590 


This last figure gives the coirect amount on which 
to calculate the rate of interest earned. If this sum of 
^£138,494, 590 earned in interest £7,393,739, it follows that 
£100 earned £3 18s. 5d. This result is obtained *by mul- 
tiplying the interest by 100 and dividing by 188,494,590. 
I^vided the securities in which the funds are invested are 
of ft sfttisfftctory chancter— and this must be judged as Ut 
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as may be from the balance sheet— it is, of course, highly 
desirable that the rate of interest should be as high as 


mCRLASE IN VALUE OF INVESTMENTS. 

It must, however, be borne in mind that many of the 
investments made by life offices yield a low rate of interest 
at first, but increase in value in the course of years ; hence, 
the next item, “increase in the value of investments,” is 
one that should not be overlooked, as it may be of great 
importance to the prosperity of a company. On the other 
side of the account is an item, “ decrease in the value of 
investments,” and the two must, of course, be taken 
together; neither the one nor the other always appears in 
the annual account. It is the practice of some companies 
only to re-value their assets at the time of making a 
valuation— perhaps every three, five, or seven years; it is 
the practice of othci-s to re-value investments annually; 
and a third custom is to bring into account only the 
increase or decrease resulting from any securities actually 
sold in the course of the year. To form any reliable 
opinion upon this point it is, therefore, necessary to look at 
thfl accounts for a number of years. Some life offices invest 
considerable amounts in life interests and reversions, and 
when these are well selected they yield handsome returns ; 
their very nature, however, makes it impossible to gauge 
from year to year the return that is being obtained from 
them. They come in under the head of inci'ease in 
value of investments, either when the principal falls in, 
or at the re-valuation of assets in connection witii the 
valuation statement. The other items on the income 
side of the account are of small importance and call for 
^nn comment. 
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CLAIMS. 

Turning now to the out-go side, the first item we meet 
is claims. Under this heading are included tl^e claims 
that arise by death, and by the maturity of endowment 
assurahces and endowments ; in addition to thes^ it includes 
the reversionary bonuses that remain upon policies that 
become claims. It is impossible to judge from this item 
anything of much importance as to the progress of an 
office. The claims may be large in amount, and yet less 
than is to be expected according to the mortality table. 
This would simply mean that the company was getting rid 
of some of its liabilities, and would be a completely 
satisfactory state of aflfaira On the other hand, the claims 
might be small in amount, and yet greater than the 
mortality table would suggest; in this case it would be 
unsatisfactory. But unless the annual reporlf of the 
company gives some information as to the expected claims, 
no opinion of any value in regard to this point can be 
formed from the amount of this item. The claims woul(f, 
of course, be large in proportion to premium income in 
an old office that was doing a comparatively small amount 
of new business, and would be relatively small in an pffice 
that was rapidly increasing its business ; but the relatively 
large claims in the one case, and the relatively small claims 
in the other, would by themselves be no indication of whether 
the mortality experience was favourable or otherwise. 


CASH BONUSES. 

The amount of cash bonuses and reduction of pro- 
miniy largely depends upon the way in which the office 
distrihiites its bonuses. In many offices this item only 
9ipj^n after a valuation, while other offices show 
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reduction annually, and, in the ease of companies making 
an annual valuation, it naturally appears every year. 
Very little importance must therefore be attached to this 
item, uriless a variety of considerations of a complicated 
nature are, taken into account. 

SURRENDERS. 

Next in order come surrenders. This means the 
amount for which a policy has been sold to the Insurance 
Company. While it is normally undesirable that a largo 
amount of the assurance in force should cease to exist, 
there are various circumstances that make it impossible 
to judge much about the progress of an office from the 
amount of the surrenders. A company, for instance, doing 
a large tontine business, which gives policy-holders the 
option of surrendering the policy on advantageous terms 
at the maturity of the tontine period, might pay a large 
amount annually under this head, and it might be quite 
satisfactory all round that it should do so. On the other 
hand, if an office were writing a large amount of new 
business, much of which was of an ephemeral nature, and 
was surrendered shortly after being taken, it would 
probably mean that the office was incurring heavy ex- 
penditure in obtaining business, for which it received no 
adequate return. Another consideration that may prob- 
ably affect this item to a slight extent, is that if a 
company gives liberal surrender values, its policies are 
apt to be surrendered to the office ; if the surrender values 
a company pays are small, its policies are more likely to 
be kept in force either through the sacriffee being too 
great or because the policy can be more advantageously 
sold elsewhere, and kept in force by the purchasdr. A 
further small point in this connection is whe^er an 
iQlMikes loans upon its policies or not. If it do0% tfa^poEoiOi 



COMMISSIOIJ^ AN^J) EXpMSM 


141 


are often kept in force subject to the loan, rather than 
surrendered outright. Such considerations as these, how- 
ever, are seldom of any great importance. The question 
of surrenders is further dealt with on p. 1 60, 

The annuities on the outgo side of the Recount, of 
course, mean the annuities paid by the compnny, and have 
already been referred to in connection with the considera- 
tion for annuities on the income side of the account. 


COMMISSION AND EXPENSES. 

The next two items —commission and expenses of 
management— are of considerable importance. 

In the chapter on Loading, page 36, and in that on New 
Business, page 57, we have already referred to tlie question 
of expenses — the word expenses as there used ^ included 
commission, and it is difficult to separate the two. It is 
the practice of some offices to pay their agents entirely by 
commission, of others to pay some agents entirely by 
salaries, and of yet other offices to pay partly by commission 
and partly by salary. For this reason it is seldom of much 
use to make any distinction between the amounts paid for 
commission and for expenses ; for most practical purposes 
the former may be included with the latter. 

The expenditure that an office incurs in the management 
of its business has a very material effect upon the bonuses 
it is able to pay, .and in selecting an office the rate of 
expenditure should be duly considered. The simplest way 
of dealing with expenses is to see what proportion of the 
total, premium income is so absorbed; but, unfortunately, 
this simple method is almost entirely devoid of any practical 
valuO, although it is frequently used. As already explained 
on p^ 57-50, new business costs far more to obtain than 
to handle, and it is consequently neoejpa*^ 
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to take into account the proportion of new business that an 
office is transacting. It is perfectly possible that of two 
companies managing their business at precisely the same 
expenditure, the one may be absorbing in expenses a much 
larger proportion of its total premium income than the 
other. For instance, one office whose new premiums are 
only 5 per cent of its total premiums, may be spending 86 
per cent of its new .premiums and 8*6 per cent of its 
renewal premiums, which altogether would form 12 J per 
cent, of its total premiums, upon the management of its 
business; while another office whose new premiums were 15 
per cent of its total premiums, might only be spending 85 
per cent, of its new premiums and 8 5 i)er cent of its 
renewal premiums, which would together show 20 per cent, 
of its total premiums absorbed in commission and expenses ; 
yet the office spending 20 per cent, of its total premiums 
might be really working more economically than the office 
spending only 12^ per cent 

The subject is fully dealt with in Bourne’s Insurance 
Directory for 1895, and being of a somewhat technical 
nature it would be out of place to deal with it here at any 
great length ; but as the question of expense ratios is one 
-that is frequently laid stress upon by agents of various 
offices, it is necessary to explain that while rightly used 
it is a valuable test, it is especially susceptible of being 
so applied as to lead to entirely erroneous conclusions. 
Besides this principal point of the necessity of having 
regard to the amount of new business transacted, there 
are various minor details that tend to confuse the issue. 
Among them may be mentioned the inclusion or ex* 
elusion of expenses connected with the annuity business ; 
the statement of new premiums witE idtEoot ^ 
deduction^of the premiums paid to othsi^ co!B|«ni«s ^ 
Wisumme of part of the mm 
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under the head of new premiums of single payments as 
distinct from annual premiums; and the various classes 
of business done by different offices, some bein" at high 
and some at low premiums. Thus, while a fair judgment 
upon the expenditure that an office is incurring is of 
great importance, the difficulties of forming such a judg- 
ment are considerable, and opinions on this point should 
not be too hastily formed. 

The subject of commission suggests other considerations, 
inasmuch as it gives rise to the question whether or not it 
is advisable to employ agents to canvass for assurance. It 
is true that a few offices who employ no agents and pay no 
commission achieve a considerable measure of success, but 
it is equally certain that insurance business as a whole 
could not be conducted without the insurance agent ; only 
a small number of people voluntarily go to van office 
and seek assurance. For the most part it is necessary to 
persuade a man into taking a policy, and to bring some 
pressure to bear upon him to make a proposal, see the 
medical examiner, and pay the premiums. It is to bo 
regretted that people in general do not more readily take, 
of their own initiative, a step that is so distinctly to their 
advantage ; but the fact remains that it is as necessary to 
employ agents or travellers to sell life policies as to sell any 
other commodity. It is to the advantage of the public 
to buy good coals or carpets, but unless a firm with 
coals or carpets to sell seeks its customers, it will not sell 
them, even though they be the best in the world. It is 
the same with life assurance — unless the policy-iiolders 
are sought they will not be obtained. 

The rate of commission that is paid to agents varies 
: some offices consider it prudent to pay rates that 
would never contemplate giving, but it may bep^ 
Iffiiadf that moat mananers of assurance offices kimw tl^hr^ 
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business and get good value for money. Speaking of 
insurance agents as a whole, it may certainly be said that, 
for the work they do, they are by no means an overpaid 
class ; and when we consider the really very great boon 
that life assurance is to policy-holders in almost every case, 
it may certainly be felt that few men do more good to 
the community at large than successful fair-working as- 
surance agents. 

The bad debts incurred by insurance companies are a 
very small item, and the decrease in the value of invest- 
ments has been dealt with in discussing increase. 


DIVIDENDS TO SHAREHOLDERS. 

Interest on capital, and dividends and bonuses to 
shareholders, is an important item : it raises the question 
whether a mutual office, or a proprietiiry office whose share- 
holders and policy-holders each receive part of the surplus, 
is preferable from the latter’s point of view. Many people 
are apt to take it for granted that a mutual office must 
invariably be the better, but this is by no means the case s 
judged by the actual results obtained, it cannot be said that 
either proprietary or mutual offices are necessarily the 
better. There are instances in which the shareholders 
receive so large a proportion of the surplus that the 
bonuses are exceptionally small; but in some proprietary 
offices there are sources of surplus that more than com- 
pensate for the payments to shareholders. Many proprie- 
tary offices transact an exceptionally large proportion of 
non-participating business in the profits of which participa- 
ting policy-holders share, with the result that the profits so 
derived equal, if they do not exceed, the payments to share- 
holderB. In other cases, espeoiidly when fire insurance 
jhwAnm is tainsacted as as the fife assuiaficf 
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account is sometimes only charged a fixed percentage of the 
premiums — say ten per cent. — for the management of the 
life business, and the low rate of expenditure so produced is 
distinctly favourable to the participating policy holders. It 
may perhaps be added that the additional seciwity afforded 
by shareholders’ capital seems to attract the purchasers of 
annuities, and the participating policy-holders sometimes 
share in the profits of the annuity business. It must, 
however, be remembered that nearly all British life offices, 
whether proprietary or mutual, are so thoroughly sound 
that the additional security of share capital is superfluous. 
It thus appears that the question whether a life office is 
proprietary or mutual is one of entirely subordinate im- 
portance, and in selecting a life office this question plays a 
very small part. 

BALANCE SHEET. 

Other items of the revenue account call for no comment, 
and we may turn for a moment to the balance sheet which 
each office is required to deposit annually with the Board of 
Trade. For the most part, the balance sheet of a life 
assurance company is a document from which little infor- 
mation of real value can be obtained ; the particulars 
required to be given are % ague in the extreme. Occasionally 
it is the means of disclosing some information of importance, 
but as a rule the knowledge to be gained from it is very 
slight. In any case it is to be judged so far as possible on 
ordinary business lines, and no special assurance knowledge 
is required in forming an opinion upon it. 

VALUATION RETURNS. 

We may, therefore, pass on to the far more important 
valuation returns which a life office has to make from time 
to time. In tiie chapter on policy ralueSi pages 
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briefly described the nature of a valuation, but thei^ Are 
various additional considerations to which we must now 
give some attention. The object of a valuation is to deter- 
mine the present value of a company’s liabilities by taking 
due accounf^ of the amounts it will have to pay and to 
receive. The extent to which the funds it has in hand 
exceed its net liabilities, shows the surplus existing; and 
the greater part of this surplus is in most cases available 
for distribution as bonuses among the participating policy- 
holders. One of the first questions that arises is the basis 
upon which it calculates its liabilities— the mortality 
table it adopts and the rate of interest it assumes. If 
a mortality table is used that brings out a high rate of 
mortality, the liability will naturally appear greater than 
a table that shows a low rate of mortality. The deaths 
occurring according to the one will fall earlier than according 
to the other, and the number of premiums that the office 
calculates to receive will be smaller; hence the liability 
brought out will be greater, and the reserve necessary for 
the company to hold will be larger. Similarly with the 
rate of interest assumed ; if the company reckons that it 
will only receive a low rate of interest upon its funds, it 
will require a larger amount in hand to meet its liabilities, 
than if it assumes that it will earn interest at a high rate. 
Consequently the mortality table and the rate of interest 
assumed are of great importance. The following table, 
which is based upon a paper by Mr. George King, shows 
the relative amounts of funds it is necessary to have in 
hand under various mortality tables, and rates of interest, 
for precisely similar policies in each case 
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Table showing relative amount of Reserves required to meet 
similar liabilities according to various Tables of Mortality 
and Rates of Interest. 


Table of Ifortaltty 
and 

Rate of Interest. 

Age of OfiBoe * | 

llO Years 

20 Years 

30 Years 

40 Years 

60 Years. 

Reserve 

Reserve 

Reserve. 

Reserve 

Reserve, 


£ 

£ 

£ 

£ 

£ 

H™ and H*" * 3 percent 

1,000 

1,000 

1,000 

1,000 

1,000 

» „ 

937 

944 

950 

955 

957 


879 

892 

904 

912 

917 

H"’- 3 „ 

943 

960 

972 

978 

980 

M ^4 if 

882 

905 

923 

933 

938 

n 4 „ 

826 

854 

876 

890 

898 

1 

Carlisle 3 „ 

866 

885 

904 

916 

921 

» H a 

807 

832 

856 

871 

879 

a 4 „ 

763 

783 

810 

829 

839 

English, No. 3, 3 „ 

916 

933 

945 

952 

955 

» » 

858 

881 

m 

909 

914 

M 4 „ 

804 1 

832 

854 

868 

875 


This shows that if the liabilities of an office that has 
existed for ten years requii’e, when calculated by the H"* 
and H™ * tables with interest at 3 per cent., a reserve 
of X 1,000, precisely similar liabilities when calculated by 
the Carlisle table at 4 per cent, require only X753. 
Obviously, if the two companies have in the future pre- 
cisely the same experience in regard to mortality and 
interest, the company that has reserved XI, 000 in order to 
meet its liabilities will have X247 more than the other, with 
interest in addition, when its liabilities have matured. Hence 
a company valuing on a stringent basis is more likely to 
have suiplus available for bonuses than a company valuing 
pn a lax basis. The object of adopting the stringent basis. 





148 LIFM ASSURANCE EXPLAINED, 

is mainly thafc a good surplus may be available for future 
bonuses, and it is customary among first-class assurance 
offices to assume a greater mortality than is likely to be 
experiencbd and a rate of interest lower than is likely to be 
earned. It^ is also necessary to make sufficient provision 
for future expenses, and this is usually, though not always, 
done by reserving the whole of the loading, the meaning of 
which is explained on pages 36-39. These three items — 
mortality, interest, and loading— form the principal sources 
of surplus, as explained on pages 40-53. 

Other information of great value is obtained from the 
valuation returns. There is a statement of the policies 
in force, of the surplus earned during the valuation period, 
of the manner in which the surplus is distributed among 
the policy-holders, and of the bonuses declared upon 
participating policies. These results are made use of in 
various compilations, and supply the chief material from 
which an opinion as to the relative merits of different 
offices can be formed. Among the principal books setting 
forth these facts are Bourne’s “ Insurance Directory ” and 
“ Bourne’s Handy Assurance Manual,” both by the present 
writer, and “Surplus Funds of Life Offices,” by Mr. 
W. M. Monilaws. Each of these is published annually, and 
reference may be made to them for further details. 
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We have now reached a point where th^ kind of 
policy to be taken has been decided upon, the manner 
in which the premiums shall be paid has beenPdetermined, 
and the office with which the assurance shall be effected 
has been selected. In all probability these decisions have 
not been arrived at without intercourse with one or more 
assurance agents, and it is probable that through an agent 
the proposal will be made to the life office, though this is 
by no means necessary. The proposal has to be made' 
upon a prescribed form, which varies with different offices, 
but certain information is always required. In nearly 
all cases medical examination is necessary, and we will 
therefore suppose that a policy requiring such an examina- 
tion is in contemplation. 

The proposal form consists of a series of questions with 
spaces for filling in the replies to them. The name, 
residence, profession, and occupation of the life to be 
assured is fitst required; following this come the date and 
place of birth. It is not absolutely necessary to give exact 
answers to the last two questions in the case of policies for the 
whole of life or for long terms, but it is very much better 
to do so than to leave the matter unsettled, with the result 
that some difficulty in regard to it may arise when the 
policy becomes a claim. The usual proof of age is a 
certificate of birth, though less formal evidence will some- 
times be accepted if this is not forthcoming. It is of 
course essential for the office to know the age of the 
assui-ed in order to know what premium ought to be 
charged, and though it is possible to rectify mistakes later 
on (see p. 158), it is more satisfactory all round to have 
the age admitted on the policy at the outset. 

Whether the ^person to be assured is married dr single 
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whether he has ever resided out of Europe, and if so, 
where, and when ; whether there is any immediate inten- 
tion of gqjng abroad, are the questions that usually come 
next. The past and present health are next inquired into 
with a varying amount of fulness. Particulars in this 
respect are required in more detail by the medical 
examiner. Normal inquiries, however, are as to the 
principal illnesses or accidents experienced; whether had 
smallpox, or been vaccinated; suffered from any com- 
plaint of the lungs, fits, insanity, rupture, undergone any 
surgical operation, and other questions of a like nature. 

Past and present habits, chiefly as to temperance, are 
next asked about, together with the name and addreas of 
two intimate friends not interested in the assurance, who 
may be referred to for general information as to the habits 
and state of health of the proposer. Companies do not 
put friends to any appreciable amount of trouble in reply* 
ing to inquiries, and no hesitation need be felt in allowing 
a reference of this sort to be made. The name and address 
of the usual medical attendant^ and of any other doctors 
who may have attended the proposed assurer in recent 
years, is also asked for. 

In the chapter dealing with surplus arising from 
mortality, it was shown how important it is for assurance 
companies to be careful in the selection of lives, and as 
for the most part the policy-holders participate in profits, 
they will readily recognise the fitness of careful inquiry 
as to the health of all applicants. It is plainly required 
by mere honesty and common sense that all the questions 
asked should be candidly replied to. It is improbable 
that replies more favourable than truthful would lead 
to a proposal being accepted that would otherwise have 
^een declin^ or to its being granted on more fiivoonhle 
ferffii tlum vould otherwise be the oase^ mi ioattraoh 
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as the replies to the questions on the proposal form are 
part of the contract with the life assurance company, any 
serious or wlful misrepresentations legally invalidate the 
policy, and might cause the claim when nmde to be 
disputed. It is to the advantage of life ol^ces to deal 
liberally with their policy-holders, but in the interests of 
the great majority of the assured the company is bound to 
see that no false repre.sentationa are acted upon. 

In order further to judge of the quality of the life 
proposed, a few particulars as to family history are required. 
The present age and state of health of the father and* 
mother are asked for if they are alive, and the age at 
death and cause of death if dead. The same questions 
are asked about brothers and sisters. A rough and ready 
rule forjudging as to family history is to take the expecta- 
tion of life of the surviving members of the family from 
the mortality table, column 6, page 4, and the actual 
duration of the lifetime of the deceased members, and see 
whether the average lifetime so obtained exceeds or falls 
short of the average duration of life of a person at the 
age of the assurer. This may be illustrated as follows ; — 


Father alive, age 
Expectation 

78 

6-3 

j Together 

83*3 

Mother died at age 

... 


670 

Brother alive, age 
Expectation 

60 1 

20-3 j 

1 Together 

70-3 

Brother alive, age 
Expectation 

38 1 

28'8 1 

1 Together 

68-8 

Sister alive, age 
Expectation 

47 ) 

22*4 i 

Together 

69*4 

Sister alive, age 
Expectation 

43 ) 

2.3*2 f 

Together 

68*2 

Sister died, age 

... 

. 

170 

ToUl ... 




432*0 

Average (divide by six) 

... 


72*0 

Age of Fri^oeer 

... *>• 

36 } 

31 } 

Together 

««*0 
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From this it appears that the members of the family live 
on the average to a greater age than people in general 
at the present age of the proposer might expect to reach, 
and conse^Juently from this point of view the family history 
is quite satisfactory. If the average age at which the 
members of the family have died, and are expected to die, 
had come out less than sixty-six, instead of more, the 
family history would be so far unsatisfactory. 

Having dealt in this way with the life of the proposer, 
particulars are asked as to the amount and kind of policy it 
is proposed to take, and whether the premiums are to be 
paid yearly, half-yearly, or quarterly, as to which see p. 90. 

Questions are next asked as to whether the applicant 
is now proposing for assurance elsewhere, whether the life 
has been in the past proposed for assurance to any life 
office, and if so, whether it has been accepted at ordinary 
rates, at increased rates, or declined. The names of the 
companies connected with such proposals are required to 
be given. 

It is the custom of life offices to exchange in confidence 
information about the lives declined by them, and a system 
is in force by which a note of each life declined is com- 
municated to other offices. This is done by a few details 
being sent to a central bureau, by whom it is printed on 
cards, and the cards filed in cabinets in the various offices. 
The information is too meagre for any use to be made of 
it unless the declined person applies to some other company 
— in which case reference is made to the cabinet, and, if 
a card is found that appears to correspond with the case 
of the proposer, application for fuller information is made 
to the office that declined it, This system works admirably 
in the interests of policy-holders. We have dwelt upon 
the necessity for full information being supplied to the 
companies ; and it is only in the event of suppression of 
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information that the register of declined lives would come 
into play. 

It will be seen that this system makes it almost im- 
possible for deliberate fraud or crime to be successfully 
committed. People unacquainted with the aiyials of life 
assurance probably have little idea of the number of 
attempts that have been made to commit fraud by means 
of life assurance. There are many instances where one 
person has assured the life of another for large amounts, 
and shortly afterwards caused the death of the person 
assured, in order to obtain the money, while sometimes 
a person that is in too bad a state of health to be accepted 
by any office has thought to obtain assurance by concealing 
information in regard to such refusals. 

About the only questions remaining to be answered 
deal with the person to whom the sum assured is to bo 
made payable. When this person is a near relation of 
the man proposing, no questions are asked, but when 
it is a stranger, some evidence is required of insurable 
interest, in order to satisfy the company that the policy 
is a legal contract, and that no such fraud or crime as is 
referred to above is in contemplation. 

It must not, of course, be supposed that the company 
want to pry into private matters, but, at the same time, 
they have to guard the interests of the great body of their 
policy-holders against malpractices, and to conform to the 
law in regard to insurable interest. 

Information about making policies payable to the wife 
or children of the assui’ed is given on page 167. Particulars 
as to the assignment of policies after they have been taken 
out will be found on pages 168-170, together with a form 
for making the assignment. 
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M^IDICAL EXAMINATION. 

Having sent in the projmal, the next step will be to 
see the medical examiner of the company. In Loudon and 
other large towns it is usual to be examined at the office 
of the company, and the medical examiners attend at 
specified times for the purpose. Where necessary, however, 
arrangements may usually be made for seeing the examiner 
at his consulting-rooms, and in smaller places some loc.il 
doctor is usually nominated, who makes the examination 
and reports to the chief medical officer of the company. 

When we remember the extremely important effect 
that a favourable mortality has upon the prosperity of 
a company, we should always regard with satisfaction the 
careful examination of proposed assurers: laxity in this 
respect is one of the surest ways of producing unsatisfactory 
results in the future. If the assured is himself in good 
health, he should welcome stringency of medical selection 
on the part of the office with which he assures; if his 
health is indifferent, he should not expect to obtain his 
policy on such favourable terms as a more healthy man 
of the same age. The standard of medical selection varies 
considerably in different offices, and medical examiners 
differ in their opinions as to the effect upon mortality of 
various diseases. If, therefore, a would-be assurer is 
declined by one office, he should not give up his intention 
of taking a policy, but should submit himself for examina- 
tion to other offices. 

Moreover, while some companies decline to accept my 
but firstHdass lives, most offices are prepared to take 
infsrtor lives at increased cost The mkm preasiitsi tli^ 
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is charged is fixed as nearly as may be according to the 
increased risk that the company incurs, but the bonus 
system of some offices works in such a way that if the 
assured lives for a normal length of time the extra bonus 
he receives nearly makes up for the additional premium he 
pays. It is sometimes the case that an assurer who is 
declined at the comparatively low premium charged for 
whole- life assurance is accepted at the higher premium 
required for assurance by limited premiums or for endow- 
ment assurance. If the nature of his weakness is such as 
to make it probable that his death will occur earlier than 
usual, though not in the immediate future, this course may 
be satisfactorily adopted by an office ; but there are certain 
diseases which are likely either to terminate fatally fairly 
soon, or to pass away and not cause premature mortality 
— in the latter case, endowment assurance would probably 
not be offered. 

There are some offices which make a speciality of the 
assurance of invalid lives, and anyone well acquainted with 
the working of the different companies could readily advise 
what office to apply to in the event of the proposer having 
been rejected by other offices. When extra is charged for 
an inferior state of health, it may frequently be arranged 
in one of two ways. Either the jiremium charged per £100 
may be increased, or the normal premium may be charged, 
and if the death occurs within a certain time, the sum 
assured is less than would be provided according to the 
ordinary tables. 

Assurance without medical examination is put forward 
by some companies; it must not, however, be supposed 
that any office is foolish enough to accept proposals at 
(MPiiHnaiy rates without adequate information in regard to 

h^th of the proposer. Assurance without medical 
Aiitidttaliim reauires certain details as to heal^ to ht 
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stated, and if these appear sufficiently satisfactory, the 
company will, perhaps, grant a policy that secures XI 00 
at death^ within a given time, and X200 on surviving the 
fixed period, the premium charged being, of course, con- 
siderably higher than the ordinary rate for a XlOO policy. 
Medical examination, as conducted by the examiners of 
life offices, is certainly nothing to be dreaded, and it is 
probably in every case detrimental to an assurer to try 
and dispense with it, while it is equally foolish for the 
most sensitive person to abstain from applying for life 
assurance out of any dread of being examined. Medical 
officers are conducting such examinations day after day, 
and do so with the utmost consideration for the people who 
come before them. It is a necessary prelude to assurance, 
and should not be in any way objected to by anybody. 

When the medical officer has completed his examination, 
he makes a private report to the directors, and, if this is 
satisfactory, tire proposer is notified that his proposal is 
accepted, and that a policy will be issued on receipt of the 
premium. 

In the case of policies for quite a small amount, or 
under exceptional circumstances, medical examination fees 
have to be paid by the assurer, but under all ordinary 
conditions they are paid by the company, and the policy- 
holder has no payment of any kind to make, with the 
exception of the premium. There are, however, one or two 
classes of policies of an unusual character in connection 
with which entrance fees are charged. This is especially 
the case with natural premium and assessment companies, 
whose system has already been condemned on pages 107 

to no. 
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POLICY CONDITIONS. 

Having paid the premium and received the policy, the 
assured should make a point of reading the policy and 
seeing that everything in it is correct, and that he is fully 
acquainted with its conditions. We will next consider 
what these conditions may reasonably be. 

TRAVEL AND FOREIGN RESIDENCE. 

It is a matter of common knowledge that certain parts 
of the world are more unhealthy to live in than others, 
it is reasonable, therefore, that an office should charge an 
extra premium to people living in unhealthy climates ; 
conditions in this respect have, however, been much 
modified in recent years. Practice on this point still 
varies considerably in different offices, and an assurer to 
whom the question is of importance should satisfy himself 
as to these conditions before taking his policy. If at 
the time of effecting the assurance there is no prospect of 
staying in an unhealthy climate, many offices will now 
grant a policy that, without extra charge, permits travel in 
any part of the world, and in most cases after a policy has 
been in force for three or five years, the policy-holder 
is free to reside or travel anywhere without extra charge. 
Where there is an immediate prospect of residing in an 
unhealthy climate, an extra premium is charged, the extra 
ceasing when the policy-holder returns to healthy regions. 

MILITARY AND NAVAL RISKS. 

Closely connected with the subject of foreign residence 
is that of n«val and military risks, into which ther^ 
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enters not only the question of residence, but of risks 
of accidents iit sea and warfare. The practice in this 
respect varies much. Many offices will remove all 
restrictions in consideration of receiving an extra premium 
of from ten shillings to one pound per cent., payable 
either for *llie whole duration of the i)olicy or till retire- 
ment from the service; others charge an extra premium 
as occasion arises, while yet another plan is to charge 
no extra premium, but to grant no bonuses until retire- 
ment. In the case of officers in the mercantile marine 
many companies now make no extra charge. 

SUICIDE. 

Suicide is held by some offices to invalidate a policy 
whenever it occurs, but the more usual practice is not 
to cancel the policy if it has been one or two yeai*s in force 
before suicide is committed. A very few offices do not in- 
validate the policy even if suicide is committed immediately 
after the first premium is paid. Probably no offices 
cancel a policy on account of .suicide if it has been assigned 
to a third person for bond fide consideration. Were 
they to do so it would seriously interfere with the use of 
life policies as collateral securities. In this as in every 
other respect the tendency of the times is towards greater 
liberality of conditions, and while there is little evidence 
that persons take policies with a view to subsequently 
committing suicide and so obtaining a sum of money for 
their estate, yet it is generally regarded as appropriate that 
at least a year should pass before the policy becomes free 
from restrictions in this respect. 

ERRORS IN AGE. 

We have already dwelt upon the necessity <4 eorreot 
statement of age and the advisability of 
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of age at the time of effecting the policy. If, however, the 
matter has beei> neglected, and an error is found in the 
statement of age it does not invalidate the policy, but is 
allowed to be rectified, when the age has been un(^r8tated, 
by the payment of the difference (accumulated at interest) 
between the premiums actually paid and the* premiums 
that ought to have been paid, or by reducing the sum 
assured by such an amount as the premiums actually paid 
would have secured at the policy-holder’s true age. It 
seldom happens that the age is over stated, but if it were, a 
few offices would make an allowance on this account, 
though most companies, unless the error were considerable, 
would probably rightly decline to do so. 

INDISPUTABILITY. 

This is a word that is often used, but is not a very 
happy expression : it commonly implies that, with the 
exception of errors of age and fraudulent misstatements, no 
objection of any kind will be made to the payment of 
the sum assured when it becomes a claim, provided the 
premiums have been paid. By the law of the land 
any contract is made void by fraud, and all the protesta- 
tions in the world about indisputability would not prevent 
the policy being disputed on account of fraud. The 
question of age we have already dealt with, and any 
other cause that might invalidate a policy would probably 
cease to have any weight after the assurance had been 
in force for a few years, whether the policy were called 
indisputable or not. 

NON-FORFEITURE. 

We explained in the oliapter on policy values, pag^ 33 
to 3$, ^at under most systems of assurance, policies acquire 
(H through the accumulation in the emdter ^ 
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years of part of the diOferenoe between the cost of assurance 
and the premiums actually paid. Non-forfeiture means that 
some part of this policy value will be applied in various 
ways for* the benefit of the policy-holder in the event 
of his ceasing to pay the premiums. Under a policy 
effected by limited premiums, whether whole-life or 
endowment assurance, it is common to give a paid-up 
policy for a sum in the same proportion to the original 
amount assured, as the number of premiums paid bears to 
the original number payable. Thus, if it is arranged to 
pay premiums for twenty years on a policy for £1,000, and 
ten premiums have been paid, a policy can usually be 
obtained for £500. In some cases the first one or two 
premiums paid are excluded on account of the extra cost of 
new busine.ss absorbing a large proportion of the first year’s 
premiums. In the case of policies subject to premiums for 
life, a definite proportion of the sum assured cannot 
be secured by each premium paid ; but in most offices the 
greater part of the policy value can be used either to 
pay the premiums for the full amount of the policy for as 
long a period as tlie value will cover, or to pay them 
for a longer period for a smaller sum than that originally 
assured. In some cases one or other of these provisions is 
carried out by the office without any application to do so 
bding made by the policy-holder, while in others it is 
necessary for the policy-holder within six months, or some 
such period, of the date when the last premium is due, 
to ask the company to do so. 

SURRENDER VALUES. 

Instead of being applied to pay premiums, the policy- 
holder may, under most classes of assurance, surrender his 
policy to the company for a cash payment. The practice 
:in regaM to surrender values varies ▼itbin very wide 
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limits, as may be seen from the following table of the 
surrender values granted by six representative offices, 
vrhioh will give some idea of the amount paid on 
surrender. These figures may be advantageously com* 
pared with the policy values given on p. 34 _ 


Table showing Surrender Values given for Whole-Life Participating 
Policies of £100 exclusive of Bonuses, 



The conditions as to surrender values have been grow- 
ing distinctly more liberal in more recent years, but 
is in many cases room for still further improvement ia tiui|' 
respect Under tontine policies described on pp. 
it if lifquently provided that the policy may be 
fir ftt the end <d the dietribdti<m period^ 
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then usual to grant surrender values on a much more 
liberal scale than is common when the policy is surrendered 
at any odd time to suit the convenience of the policy- 
holder, ' 


LAPSES. 

Wo have just seen that a policy may be terminated 
after it has been in force for a few years, and a payment 
received from the assurance company on the surrender of 
the policy, but it sometimes happens that previous to the 
policy acquiring a surrender value the assured may be 
unable or unwilling to continue the premiums, and may 
let it lapse. In consequence of the expenses incurred by 
assurance companies in connection with new policies, to 
which reference has several times been made, an office 
is unable to give surrender values until two or three 
premiums have been paid. Consequently when a policy 
lapses that has only been in force for a short time no claim 
can be made upon the assurance company when the pay- 
ment of premium is discontinued. 

The most frequent reason for lapsing a policy is that 
the payment of premiums is impossible or inconvenient. 
Where this inability to pay is temporary, the offices are 
generally prepared to reinstate the policy within six or 
twelve months, if the arrears of premium are paid. In 
some cases the conditions of reinstatement are definitely 
announced, and in others they are determined by the 
dijrectors, or the management, according to the circumstances 
of each case. Especially with policies that have been a 
long time in force, it is to the advantage of the policy- 
holder to reinstate the policy if possible, for if he aft^ 
vrarda found assurance necessary, and bad to take a fiiedi 
poUiiy, the premium would of course bate' to be pAid 
inoTMaed age, whi^h mid be «t i lalek^ 
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Evidence of health is usually required before a lapsed 
policy is reinstated, but it will be found that offices ai*e 
usually prepared to deal with cases of this sort in a liberal 
manner. 


LOANS ON POLICIES. 

If a policy has been in force sufficiently long to acquire 
a surrender value, most of the companies are willing to 
make a loan upon the policy to the extent of 80 or 90 
per cent of the surrender value. If circumstances make 
the payment of premiums impossible, it may be advisable 
to borrow from the company a sufficient amount to pay 
the premium, but under most circumstances it is highly 
desirable to avoid mortgaging a policy in any jvay. Life 
policies are frequently the only assets a man leaves at 
his death, and the maintenance of this provision for those 
dependent upon him should be regarded as a necessity 
every whit as imperative to maintain as the payment of 
rent or taxes. Every effort should be made to keep it 
in force, and to leave it entirely unencumbered, and al- 
though under exceptional circumstances a life policy may be 
advantageously used for tiding over temporary difficulties, 
a great part of the benefits of life assurance is lost if 
the policy is hampered by debt. 

From the point of view of the assurance company, loans 
upon policies are a secure and satisfactory asset, and some 
offices have large amounts lent in this way. 

DAYS OF GRACE. 

It is usual to allow thirty days after the premium 
becomes due during which it may be paid, the policy 
iVL the meantime being ke^t in force, and being paid in oaso 
#ath) subject to the deduction of the preudom 
tea office! limit the days of grace to three weii^ 
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and others extend them to six weeks; but thirty days 
is the usual limit. If it is found impossible to pay the 
premium within this period, an o65ce will generally allow 
an exteniion of time if requested to do so, subject to the 
payment of interest on the premium and j^erhaps a 
small fine, 

SALES OF POLICIES. 

That the surrender values granted by life comi)anies 
are frequently inadequate may be seen from the fact that 
I)olicies may often be sold by auction or otherwise for 
a considerably larger sum than the surrender \'alue offered 
by the company issuing the policy, and, after deducting 
expenses connected with the sale, a policy-holder may often 
obtain from 10 to 50 per cent, more for his policy than 
he could get from the life office in surrender value, 

PURCHASE OF POLICIES. 

In this connection it may be worth while to refer 
briefly to the purchase of life policies as an investment. 

If an individual wishes to purchase a life policy, say 
for .£1,000, he may set aside £1,000 for the purpose, 
knowing that his capital will be replaced at the death 
of the assured. Part of the £1,000 so set aside may be 
employed to buy an annuity on the life of the assured, that 
will pay the premium on the policy and return to the 
investor interest upon the £1,000 he has sunk on the 
investment. After purchasing the annuity the balance 
of the £1,000 may be employed to buy the policy. As 
a concrete instance of this we may take the case of a 
nomparticipating policy for £1,000 efiected at age thirty at 
a premium of twenty-one pounds a year. The |>olioy had 
been twenty years in force, and the assured witl .thfimfulf 
ettif jau* of aye, whoa he propowd to wQ fhp 
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11 the inveator desired to get 4 per cent, upon In’s money 
he must purchase an annuity of £21 to pay the premium, 
and £ 4:0 to yield him 4 per cent. u[x>n his investment. 
These would cost him about .£800, leaving h!m j£200 
to pay for the policy should such a sum necessary. 
However long the assured might live, the annuity would 
pay the premiums, and yield him 4 per cent, interest, 
while at the death of the a.ssured the £1,000 invested 
would be returned to him. When the policy purchased 
participates in profits, the question of bonuses has to be 
-taken into account, and the return upon the investment 
cannot be exactly foretold ; but it is frequently possible to 
buy either participating or non-participating policies that 
are certain to yield a remunerative return. Of course, if a 
person or a corporation is prepared to run the risk of having 
to pay the premiums for a large number of years, and to 
forego in the meantime the receipt of interest upon the 
capital invested, there is no occasion to purchase an annuity; 
but buying an annuity almost entirely takes away the 
speculative nature of the investment and makes it a 
certainty. 


THE FORM OF POLICY. 

In making such a contract as is implied by taking 
a life policy it is important that the assured should 
carefully examine his policy. Many offices print in their 
prospectus the general form of policy they employ, and 
although for the most part they contain little or nothing to 
which serious exception need be taken, it is well before the 
transaction is completed that the policy-holder should 
satisfy himself as to the conditions of the contract. 

There has been a distinct tendency in recent years to 
simplify the form of the policy as much as possible, and to 
mnoTe fh>m it all unnecessary restrictions. At the samOi 
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time it must be remembered the tendency to reduce 
the provisions of the policy to the single condition of the 
payment of premiums is not an unmitigated advantage. 
Liberality in regard to foreign travel, military risks, female 
lives, suicide, lapses, surrender values, and the like, 
involves a certain amount of cost. Although freedom 
from restrictions may be of very great advantage to those 
who benefit by them, they have to be made at the expense 
of those other policy-holders to whom they are of no 
use. The additional cost to such policy-holders as do 
not require such concessions may be extremely small, but 
at the same time a perfectly good case may be made out 
for those oflices who charge the cost of the liberality to the 
people who profit by it. Naturally a policy-holder who is 
likely to travel will want his policy as free from restrictions 
in this respect as possible, and there are plenty of offices 
that will meet his case ; and so in regard to other provisions 
of the policy, the presence and the absence of restrictions 
can both be justified ; but whenever a policy is taken it is 
important that its provisions should be noted by the 
policy-holder, and its conditions clearly understood in order 
that they may be complied with as circumstances arise. 

TEETOTALISM. 

Some offices cater specially for the assurance of the 
lives of total abstainers from intoxicating beverages. The 
mortality experience of such persons is appreciably superior 
to the mortality experience of people in general. Hecognis- 
ing this, some companies either grant policies on the lives 
of abstainers at reduced rates, or for the same premiums 
give them larger bonuses. So that a person who is, and 
who intends to remain, a total abstainer should see whe^er 
this fact can be advantageously made use of in ta&lllg « 
^p61i<^. It by ne means follows that itsaHi 
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abstainer’s section of one company are superior to the 
general results to be obtained from some other office which 
makes no distinction on this account between its policy- 
holders. It is, however, a matter that should not be 
neglected by a person seeking to assure to the best 
advantage. Evidence of abstinence is required at the 
oomraenceraent, and from time to time. 

MARRIED WOMEN’S PROPERTY ACTS. 

Under the Married Women’s Property Acts a husband 
can assure his own life for the benefit of his wife or 
children, and a wife can assure her own or her husband’s 
life for her separate use, and her own life for her children’s 
benefit. Policies taken out in this way are free from tiio 
control of creditors in the event of the insolvency of the 
person assured. Although this provision may sometimes 
seem to press hardly upon creditors, it is a significant 
recognition of the primary object of life assurance being the 
protection of a man’s family. Assurance companies are 
always willing to advise as to the best way of making 
such provision effectiial, and in conjunction with such plans 
as those described in the chapter (pp. 02 95) on insuring 
an income, a man may feel perfectly secure as to the future 
provision of those dependent upon him, pi ovidetl only that 
the payment of premiums is kept up. In no other way 
is it possible to make such certain provision for the future 
as is afforded by life assurance. 


LOANS ON PERSONAL SECURITY. 
Although policies are usually taken 
to providing protection for family or depem 
esse BWef effort should be made to mainh 
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means that the assurance company lends the policy-holder 
some money, and receives the guarantee of two or three 
responsible persons for the payment of the interest upon 
the loan, und the repayment of the principal by instalments 
spread over three or five years. In such a case the office 
requires a policy to be taken for double the amount of the 
loan, or at least half as much again as the loan, so that in 
the case of the borrower’s death the money lent may l)e 
repaid without calling upon his sureties. It frequently 
happens that if a man lives, he is well able to pay tlie 
interest and the instalments as they l)econie due, but if 
he were to die, repayment of the principal might cause 
some difficulty. Loans of this sort are often of great 
service, but a curious idea exists in some minds that an 
assurance company will make a loan without any guarantee 
from third persons, immediately a policy has been issued. 
It will Ije apparent to all readers of this book that any 
such action by a company is entirely out of the question. 

ASSIGNMENT OF POLICIES. 

Besides being of value for such purposes as those just 
described, a life policy is sometimes available as security for 
the payment of debts. In such a case it would be assigned 
to the creditor, and at the death of the assured the 
life office would pay the amount of the |X)licy to the 
person to whom it was assigned. To make the assignment 
effectual, notice must be given to the head office of the 
assurance company, and a charge of five shillings is 
usuu"^ ally made for registering the assignment and ao‘. 
knowlecigu.?,j^ the receipt of it. 

It will th he seen that, over and above the provision 
for a toily> ' ^e policies are of value for various business 
pnrpiaee* ^ oonseqnenoe of the uses they 

be to m ways that tbe mdUm an 
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Suicide^ for instance, are more liberal when a policy has 
been assigned for bond fide consideration than they 
are when the estate of the assured is alone interested. 

The following is a common form of assignments— 

“I, John Kobinson, of No. 600, Stiund, London, in 
the County of Middlesex, gentleman, in consideration of the 
sum of Pounds paid to me by Edward Jones, 

of Brighton, in the County of Sussex, jeweller, the receipt 
of which I hereby acknowledge, do hereby, as beneficial 
owner, assign unto the said Edward Jones, his executors, 
administrators, and assigns, the policy of Life Assurance 
upon the life of myself, granted to me by the 
Assurance Company, assuring the sum of pounds and 
numbered and bearing date the day of , 

18 , and the sum of pounds, assured thereby and 
all other moneys, benefits, and advantages to be received 
thereunder. In witness whereof T have hereunto set my 
hand and seal this day of 1 8 

“Signed, sealed, and 
delivered by the above- 
named John Robinson 
in the presence of 
Ezekiah Smith, 

Bookseller, 

250, Fleet Street, 

London. 

The full name, address and description of the 
vendor and purchaser must be inserted. 

The actual amounts paid and assured must also be 
stated, 

The deeds (like all deeds or instruments under seal) 
i^iottld be executed by the vendor signings in the presence 
0l A witoew of suMoient age and understanding, his usual # 
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signature against the seal, as shown above; and then 
placing his finger on the seal, and saying, “ I deliver this 
as my act and deed." The witness should then sign, 
adding fiis name, address and description, as shown 
above. 

It is not essential that the purchaser should execute 
the deed. 

The deed must be stamped before, or within thirty days 
after, execution, with an impressed revenue stamp varying 
with the amount of the purchase-money, or consideration, 
the same as for conveyances. 

LOANS ON REVERSIONS. 

Besides making loans on personal secuiity, accompanied 
by the security afforded by policies, many life o65ces are 
prepared to purchase reversions and life interests or to 
make loans upon the security they afford. In such cases 
the contingencies of life form an inherent part of the 
security provided, and are peculiarly suitable matters to be 
dealt with by assurance offices. As previously explained 
on page 82, the mortality of individual lives is uncertain 
in the extreme, though the mortality prevailing among a 
large number of lives may be counted upon with 
considerable exactness; consequently, such securities as 
reversions and life interests which depend upon the 
duration of individual lives are highly speculative when 
dealt with singly, but cease to be so in the case of a 
corporation dealing with large numbers of lives, 

Many offices have in the past made large profits out of 
this class of investment, and they still on the whole 
yield better returns than most other securities which are, 
for an insurance company, of an equally satisf^otoiy 
character from the point of view of securi^. 
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EXEMPTION FROM INCOME TAX. 

The premiums paid for life assurance are allowed to be 
deducted from a man’s income in fixing the amount upon 
which income tax has to be paid. The amount to be 
so deducted must not exceed one-sixth of the whole 
amount chargeable for income tax. This deduction does 
not entitle the assured to exemption from tax should 
his income after deduction be less than XI 60, if without 
deduction of premium it exceeded that amount. Nor 
if income without deduction exceeded X400, and with 
deduction fell short of it, would the relief of XI 60 allowed 
to incomes under X400 be admitted in consequence of the 
deduction of premiums reducing the income below X400 ; 
and similarly with incomes of other amounts. 
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MAKING A CLAIM. 

Wo have now dealt with the principal points connected 
with the taking and maintenance of a policy. It re)iiains 
to consider the questions that arise when it is necessary to 
make a claim upon the assurance company for payment. 

If the claim is under an endowment assurance policy 
during the life of the assured, the i)rocesa is very simple. 
Evidence of identity and of title is alone necessary, and 
these are usually 'available without any difficulty or 
formality. 

If the age has not been previously admitted it must 
now be proved p. 158). 

When the claim arises in consequence of the death 
of the assured, the company must be satisfied that the 
person assured has died, and that the claimant is entitled 
to receive the assurance money. 

Life offices always offer every facility in regard to 
these matters, and freely give information and assistance, 
so it is not necessary to dwell upon them in much detail. 

It is usual to require a burial certificate or other 
evidence of death, a doctor’s certificate of death and its 
cause, and evidence that the person whose death is proved 
was the person assured. 

Difficulties sometimes arise where proof of death is not 
forthcoming, as where a. person has not been heard of for 
several years, or when a ship, in which he was known to be^ 
is lost and no news is received of any on board. Such 
cases have to be dealt with in special ways. 

It is also neoessaiy to prove that the person clMining it 
^Mititied to be paid. Tbs following instraotleiii iasited 
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A life office explain this point clearly and need no 
comment : — 

INSTRUCTIONS AS TO PROOF OF TITI^. 

The documents necessary to establish the title of the 
claimant, such as the probate of will, letters of*administra. 
tion, deed, or deeds of assignment, settlement, etc., must 
be transmitted to the office of the company for approval 
some days at least prior to the date on which settlement is 
to be made. 

If an assignment or settlement relate only to the policy 
under which a claim is made, it will be retained by the 
company, but if it relate also to other property, an abstract 
or certified copy of that part of it which has reference to 
the policy in question, together with the oiiginal deed, 
must be lodged at the office for examination, the former to 
be retained, and the latter to be returned on the assignee, 
or trustee, giving an undertaking to produce it to the 
company whenever required to do so. 

If a policy shall have been assigned by way of security 
or mortgage, it will be requisite on payment of the claim 
that the signature of the assignor or his representative 
should be had to the receipt, in addition to that of the 
assignee. 

In cases of bankruptcy, liquidation of affairs, or com- 
position with creditors, office copies of the appointment of 
the trustees or assignees, or the] deed of composition, must 
be produced. 

IMMEDIATE PAYMENT OF CLAIMS. 

Until recent years it was usual for the payment of 
elftimfl to be dday^ till some months after death ; but the 
mtdtm eustoni is to make payment as soon as possible. 
|b#ild eveiythii^ is in wJer, elaimt are frequent^ psi^ 
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within a few days of being made. This is often a great 
boon to the beneficiaries, and though the prompt payment 
of claims is now general, an assurer should satisfy himself 
that the office he selects does not make unreasonable 
delays in settlement. 
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We have now given a brief account of the main 
principles upon which life assurance is based: we have 
considered the various kinds of policies that may be 
obtained, the conditions upon which they are issued, and 
the chief considerations that should be borne in mind in 
selecting the office with which to assure. We have 
described the methods of taking policies and of making 
claims, and with the attainment of this last result it might 
be thought that our task was at an end. 

Two points, however, still claim attention. The first 
deals with the security afforded by life offices for the 
fulfilment of their contracts. Professor de Morgan said 
long ago, “ there is nothing in the commercial world which 
approaches even remotely the security of a well-established 
life office." Perhaps few people outside the assurance 
world recognise the literal accuracy of this statement. In 
the first place, it should be remembered that as applied 
to large numbers of people the rate of mortality is very 
regular, and may be reckoned upon with certainty, as 
is explained upon pige 82. It follows from this that 
an assurance company can tell very nearly when its 
liabilities will mature, and what they will amount to. 
The other element which enters into life assurance 
caloulations — i.s. interest — may also be foretold with a 
fur aodount of certainty. It follows that a life office 
^ its liabilities with considerable accuracy, 

the Doaitiim of en assurance company is much mw 
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stable than that of a bank, which may at any time be 
subjected to a “ run ” upon it, which may cause consider- 
able inconvenience even if it does not result in failure. 

Another consequence of this foreknowledge as to 
liabilities is that assurance companies can safely make 
permanent investments of their funds, thereby obtaining 
the advantage of certain classes of security which in- 
stitutions like banks are by their very nature debarred 
from investing in. A further consequence of liabilities 
being to a large extent postponed, and falling due at 
distant and known dates, is that they can quite certainly 
be provided for, and should it happen that for any reason 
they are likely to be greater than was originally expected, 
the extra provision can be made gradually without unduly 
pressing upon anybody concerned. 

We have previously mentioned that about 83 per cent, of 
the total business of assurance companies is effected on the 
participating plan, which means that the premiums paid are 
more than sufficient to cover the liabilities, the excess over 
the actual cost being returned to the policy-holders in 
the shape of bonuses. This provides a margin that is 
much more than adequate for any contingency that can 
happen. Even supposing the company to simultaneously 
experience an excessive mortality, a great decline in the 
rate of interest earned, serious losses on investments, and 
extravagant management, practically the worst that could 
happen would bo a diminution of the bonuses paid to the 
participating policy holders. When these points are fully 
grasped it will be seen that it is almost beyond the bounds 
of possibility for a life assurance company to foil to fulfil its 
contracts. It would take many years of disaster to bring 
about even a cessation of bonuses. In the meantime, 
company is bound by law to reader to the Board of Trade 
M paHtcuiara as to its liabilitiea and lta noiiditlKiaj 
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these returns are published, and are the subject of much 
criticism and observation, and in the event of the condition 
of a life office becoming seriously bad, attention would be 
called to it, while there was time to remedy Iphe evil, 
and the policies would be reassured with some stronger 
office, who would provide an adequate guarantee for the 
performance of the original contracts. There are other 
considerations of a kindred nature which might be men- 
tioned ; but these will be sufficient to show that the state- 
ment quoted above is literally true, and that a life 
policy originally effected in a sound office is at least as 
certain of being fulfilled as any contract that could bo 
entered into. 

These remarks only apply to companies established on 
right principles, charging adequate premiums and making 
proper reserves — points in regard to which a judgment 
may be readily formed. 

Companies working on the assessment system described 
on pp. 107-110, contain the seeds of their own decay, and 
are inevitably foredoomed to failure. 

The above considerations as to security afford a very 
strong argument in favour of life assurance. We shall 
show presently that life assurance is an excellent invest- 
ment, but it is not sufficient to think only of the interest an 
investment yields ; it is necessary to take into account the 
security it affords, and we have no hesitation in affirming 
that even British Consols are not superior from the point 
of view of security to life policies in sound British offices. 
When we remember that shrewd business men, well 
versed in questions of finance, constantly make investments 
that turn out badly; when we call to mind that widows 
and children are still less able to invest their capital 
wisely; when we reflect that the advice of friends as 
to inveetmcnts is sometimes biased and dfteh bad, it 

n 
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is difficult to resist the conviction that at least some 
portion of every man’s estate should consist of life 
assurance policies. The security afforded by them is as 
nearly certain as it is possible to obtain ; the results in the 
case of pfematiire death are lucrative in the extreme, 
and, as we shall see directly, the return that they yield 
compares very favourably with the returns that can be 
obtained from first-class securities. 

We have left dealing with this matter till the end 
of the book because we are sure that if due attention 
has been paid to the explanations given on previous pages, 
the conviction will be irresistible, that the security is 
of the highest order, and the returns of a lucrative nature. 
Had we made these statements to begin with they might 
or might not have been accepted as correct by those 
unacquainted with the subject; but we have supplied 
the data upon which any man can form his own opinion, 
and we are sure that if the explanations given in previous 
chaptere have been understood, it will not be as a mere 
repetition of what other people say, but as a conviction 
based upon rational grounds, appealing with irresistible 
force to the judgment of each individual, that he will re- 
peat of his own knowledge the statement quoted above, 
that “there is nothing in the commercial world which 
approaches even remotely the security of a well-estab- 
lished life office.” 
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INVESTMENT. 

Life assurance as an investment may be thought of 
in two ways. Tiie method most frequently adopted is 
to pay annual premiums, and we shall endeavour to 
show what sort of a return may be expected from investing 
annually a certain amount. Life assurance is also a 
satisfactory security for the investment of principal. We 
will consider both aspects of the subject. 

If we take a whole-life participating policy and assume 
that a bonus will be paid at the rate of 30s. per cent, per 
annum, we obtain the result given in the following table, 
for various periods of duration and different ages at entry. 
A bonus of 30s. per cent, is quite a moderate estimate, 
and very many offices are giving, and are likely to give, 
larger bonuses than this. We also give in the Table 
the results upon endowment assurance policies, which are 
payable at the end of twenty years or at death should 
it occur previously. In both cases the figures are 
f^preciably below the best that can be obtained at the 
present time; but we prefer to understate rather than 
overstate the results. We give in the Table the amount 
assured in the event of death by the payment of 
a premium of JEIOO a year, and in the case of em 
dowment assurance policies the amount that would be 
paid at death should it occur within twenty years, or 
that is payable to the assured himself should he survive 
U ^ the endowment period. For the purpose of 
II $ 
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comparison we state in the lower part o£ the Table the sum 
that £100 a year would amount to if invested at compound 
interest at various rates. 


Table compAring the Investment of £100 per annum in Whole-Life | 
Assurance, Endowment Assurance, and at Compound Interest. 


Nature of 
Investment. 



It will be seen that if a man takes a policy at age 
twenty, and dies within about thirty years, his estate will 
receive an amount that is equivalent to more than the 
return of all the premiums paid, accumulated at 5 per cent, 
compound interest; should he die in tlie fortieth year 
after effecting the assurance he would receive about 3| per 
cent, compound interest upon his investment, and even after 
fifty years the rate of interest received would exceed 
2| per cent. 

A man effecting a policy at age thirty would have made 
an investment at more than 5 per cent, compound interest 
if he died within five-and-twenty years, and at more than 
2^ per cent, if he died within forty years. 

If the policy were taken at age forty the retM 
wettid exoe^ 6 per cent in the efrent of doa^' HdtNto* 
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twenty years, and would exceed 2^ per cent, if death 
occurred within thirty years ; while even at age fifty more 
than 5 per cent, interest would be yielded should death 
occur within fifteen years, and more than 2| per cent, should 
it occur within twenty years. 

In looking at this table it is very important to bear in 
mind that the rates of interest here talked of are in addition 
to the value of the assurance protection afforded from the 
outset. Thus, if a man aged thirty pays a premium of 
£100 and dies within the first year, his estate receives more 
than £4,000 ; whereas, had the money been invested else- 
where, the utmost that would have been payable would be 
£104 or £105, It cannot be too strongly insisted that 
this assurance protection has an actual and definite value. 
Suppose a raffle to be got up for a sovereign, in which there 
were twenty shares at one shilling apiece. It is obvious 
that each of these twenty shares, having an equal chanco 
of winning, is mathematically worth one shilling ; and the 
result of the raffle, which gives the sovereign to the holder 
of one share, and nothing to the holders of the nineteen 
other shares, in no way alters the fact that before the raffle 
took place each of the shares was worth one shilling. 

It is precisely the same with life assurance. The 
assurance protection is mathematically worth the net 
premium shown on pages 24 and 25 in columns 4 or 5. 
The only variation from the truth of this statement is that 
the mortality experience and the rate of interest earned 
might be slightly different from the mortality and interest 
shown in that table, and consequently the actual amount of 
the value of the assurance protection might be slightly, but 
(Hily slightly, different from that given. Of course, the 
commercial value of the assurance protection is greater 
tlma is tiiere stated, inasmuch as in business mattera 
^hody pan he assumed to work for nofhio|^ 
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addition should properly be made for expenses. Strictly 
speaking, therefore, the cost of this assurance protection 
should be deducted before calculating the interest yielded 
upon investments in life assurance. 

It mui^t also be borne in mind that individuals can 
practically never obtain compound interest upon their money 
at the full rate that their investments nominally yield. A 
man investing such an amount as £100 a year would have 
considerable difficulty in finding each year satisfactory 
channels in which to place his £100, together with the 
interest earned upon his invested capital ; should a delay of 
one or two months occur in making the investment, it 
would appreciably reduce the rate of interest yielded, 
while those people are few and far between who would 
systematically invest in this way a regular amount in 
the absence of the stimulus afforded by a fixed date for 
payment. 

If we examine tlie results shown in the above table for 
endowment assurance, it will be seen that should death 
occur within fifteen years every policy-holder would receive 
the premiums paid accumulated at more than 5 per cent, 
compound interest, with the exception of the man aged 
fifty, whose return would be very slightly less than 5 per 
cent. At the maturity of the policy the cash returned 
would in most cases exceed 2| per cent., in addition to 
which there has been the chance of obtaining a much 
larger return by previous death. The mathematical value 
of this chance — that is to say, the net premium for endow- 
ment assurance for twenty years by the H“ table, with 
3 per cent, interest — is for each thousand pounds assured — 

Age 20 at entry £40 2i. lOd. per annum. 

Age 30 at entry ... ... ' £11 Os. 7d« „ 

Age 40 at entry ... ... £13 liSt 7d. „ 

Age 60 at entry £40 *1 • ’ 
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lile assurancd as investment; may be looked upon in 
yet another way. A man may have plenty of money, and 
yet experience considerable difficulty in finding lucrative 
investments that are at the same time accompanied by ade- 
quate security. In such a case he may advantageously combine 
life assurance with investment in annuities, ther^y securing 
from the outset a fair return upon his capital, accompanied 
by complete security. There are two principal ways in 
which this may be done. Suppose a man aged forty has 
j 610,000 which he wishes to invest. He may invest £4,370 
in the purchase by a single payment of a life assurance 
policy for £10,000 without participation in profits, which 
will be paid at his death. He has £5,630 left, with Avhich 
he may buy an annuity of £371 per annum, which will 
yield him £3 14s. 2d; per cent, upon the £10,000 he has 
invested. Examples of what may be done in this way are 
given in the following table : — 


Table showinpr result of taktn;*’ Whole-Life Non-participating 
Policy by Single Premium and an Annuity to yield Income 
on Total Amount Invested. 

IteniN. 

Age 20 
at entry. 

Age 30 
at entry. 

Age 40 
at entry. 

Age 50 
at entry. 

Amount Invested 

£ 

10,000 

£ 

10,000 

£ 

10,000 

10,000 

Single Premium for Policy 

3,100 

3,580 

4,370 

6,310 

Balance 

6,900 

6,420 

5,680 

4,690 

Amiulty bought by balance 

375 

379 

871 

338 


Non-participating policies have been chosen to illustrate 
this class of investment, for although participating policies 
would probably yield a better return, the income obtained 
from the investment is larger at the outset from non^ 
participating policies, and there is no element of m' 
the transactioa 
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The investment of principal may be carried out in 
another way. Suppose as before that the sum to be 
invested is £10,000. A policy may be taken subject 
to the payment of an annual premium and the bulk 
of the capital invested in the purchase of an annuity ; part 
of the annuity is employed to pay the annual premium, and 
the remainder is available as income from the money in- 
vested. The best immediate return from an investment of this 
sort may be obtained by taking a policy on the discounted 
bonus system described on page 77, under which there is a 
probability of the face value of the policy being slightly 
increased and very little chance of the face value of 
the policy being decreased. The following table sJiows 
about the best results that may be expected from a policy 
of this sort : — 


Table showing result of taking Whole-Life Discounted Bonus 
Policy by Annual Premiums and an Annuity to yield Income 
and pay Premiums. 

Items. 

Ago 20 
at entry. 

Age .30 
at entry. 

Age 40 
at entry. 

Age 60 
at entry. 

Amount Invested 

First Annual Premium 

£ 

10,000 

145 

£ 

10,000 

182 

£ 

10,000 

240 

£ 

10,000 

340 

Balance 

Annuity bought by balance 
Deduct Annual Premium ... 

9,855 

536 

145 

9,818 

580 

182 

9,760 

643 

240 

9,660 

738 

340 

Income from Investment .. 

391 

398 

403 

898 


It is obvious that various kinds of policies may be 
combined with annuities in this way; for instance, if 
a man is content to receive a smaller income for ten or 
twenty years he may take a policy subjected to a limited 
^umber of premiums (s«e .p. 86-90), which will absorb a 
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larger proportion of the annuity than if the premiums were 
payable for the whole of life, with the result that the 
income is smaller to commence with, and larger after the 
payment of premium ceases. 

Investment in life assurance affords in one important 
respect a happy contrast to investments in general. 
Usually the maxim is true which associates good interest 
with bad security, but in life assurance it is almost 
universally the case that good bonuses mean good security, 
especially if the bonuses have been maintained at a high 
rate for many years. This is, of course, due to the profits 
being divided among the participating policy-holders, and 
to the surplus being large owing to wise investment of 
funds, careful selection of lives, and economy in manage- 
ment. These, in connection with reserves of a stringent 
nature, are the cause of the exceptional state of things 
which exists in life assurance, whereby the maintenance 
of good returns is an all but certain proof of good 
security. 



CONCLUSION. 

The results that life assurance yield can only be obtained 
by co-operation. It is recognised on all hands that any 
man is foolish who, in a civilised community, attempts to 
live his life alone. Co-operation is necessary for travel, for 
newspapers, for banking, for food, for every detail of life. 
Co-operation is no less necessary for dealing with those two 
great factors in life — mortality and money ; and life 
assurance alone fully applies the principle of co-operation 
to these two matters, from the influence of which no 
individual can escape. 

We have no desire to put the subject of life assurance 
on other than business grounds. Treated strictly as a 
business matter, it is beyond all question a most valuable 
and necessary institution. As such it may safely be left 
to any reasonable man to judge it, but at the same time 
the fact cannot be ignored that there are many thousands 
of people to whom life assurance is an imperative duty, 
dictated by every consideration by which civilised people 
profess to be governed. This aspect, however, we prefer 
to leave for each individual to decide about for himself ; it 
is enough for us to point out that in no other way can such 
results be obtained as by co-operation in life assurance, 
when security, return upon investment, and the actual 
commercial value of assurance protection are duly taken 
into account. 

There is much more that one interested in assurance 
would like- to add ; but it is necessary to set some limits to 
this book. It has already extended to a larger size than 
was originally contemplated ; but it contains nothing we 
would willingly leave out. 
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ALLIANCE ASSUEANCB COMPANT. 
Constitution. 

The Company was estabiislied in the year 1824, and 
its affairs are regulated by Act of Parliament and by 
laws and regulations passed by the members.# 

Capital and Reserves. 

The subscribed Capital of the Company is 000, 000, 
of which £550,000 is paid up. The total Funds of the 
Company exceed .£4,000,000 exclusive of uncalled 
Capital. 

Rates of Premium. 

The Rates of Premium are very moderate in respect 
of all classes of Assurances. 


SPECIMEN TABLE. 



Whole Life Assninncc. 

Biidowinent Assurance at (lO, 

Age 

next 

niitliil.i}. 

Auintal Pieiuium 

Annual Preiniuiu 


]>er 

< eiit. 


pel 

cent. 


With 


Without 

With 


1 Without 


PioHts. 

PlUlltH. 

Piollts. 

Piollts. 


£ a. 

(t 

£ 8. (I 

£ a. 

(1 

£ 8. li 

23 

2 3 

(1 

1 16 3 

2 15 

7 

2 7 9 

30 

2 8 

y 

2 0 9 

3 6 

4 

2 17 7 

33 

2 15 

7 

2 6 10 

4 1 

6 

3 11 5 

40 

3 4 

5 

2 1.‘ 0 

5 4 

5 

4 12 4 

50 

4 10 

y 

3 19 9 

11 0 

4 

9 18 5 

60 

6 17 

1 

6 4 11 

“■ 

_ 
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Basis of Actuarial Valuations. 

The last Actuarial Valuation was made on the 31st 
December, 1893, on the basis of tho Institute of 
Actuaries’ H"' and Tables assuming interest at 
3 per cent. Notwithstanding the very strong reserves 
thus made, the sum divided among the participating 
Life Policy-holders represented an average bonus 
addition* at the rate of £l 10s. per cent, per annum 
on the sum assured; 
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Bonuses. 

Bonuses are declared at fixed intervals of five years. 
In the allocation of Profits in respect of participating 
Polic’es issued subject to the existing Rates of Premium 
the Compound Reversionary Bonus System will be 
adopted — namely, a system providing a Reversionary 
Bonus for each Premium paid since the last preceding 
distribution, and calculated on the sum assured and 
existing Bonus additions. The rate of Bonus addition 
will be the same for all classes of participating 
assurances which are subject to the existing Rates 
of Premium. 

The next Bonus will be declared early in the year 
1899. 

Interim Bonuses 

Are allotted in the case of claims under participating 
Policies of not less than five years’ duration. 

Conditions of Assurance. 

The conditions of Assurance are most favourable to 
the Policy-holders, Policies are Whole World and 
Indisputable. Lapsed Policies may be reinstated on 
very favourable terms without fresh medical examina- 
tion, and the surrender values of such Policies as are 
not reinstated are not forfeited, but are applied in 
keeping the assurances in force. 

Expenses of Managrement. 

The expenses of management, including commission, 
chargeable to the Life Department, are limited to 
10 per cent, of the Life Premium Income. 

Death Duties. 

In order to enable the owners of property to provide 
for the payment of the Estate Duty, ^>ecial forms of 
FoUeip have been prepared pider vrhhdi the 
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< moneys, or such portion thereof as may be needed 
for the purpose, shall be paid direct to the Inland 
Revenue Office without waiting for production of 
Probate. 

Various Forms of Life Assurances. 

The following, among other Forms of Assurance, are 
granted, and Tables of Rates may be obtained on 
application to tlie Company : — 

1. Assurances for the Whole of Life at uniform 

rates of Premium. 

2. Assurances for the Whole of Life at reduced 

rates for first five years. 

3. Assurances for the Whole of Life, secured by a 

single Premium only, or by Annual Pieniiuma 
for a fixed number of years. 

4 Assurances payable at a fixed age, or earlier in 
case of death. 
f). Short term Assurances. 

6. Joint Life Assurances. 

7. Assurances payable at death of survivor of two 

or more lives. 

Other Branches of Business. 

In addition to Life Assurance of various descriptions, 
the operations of the Company embrace : — 

1. The granting of Annuities. 

2. Fire Insurance. 

3. The granting of Leasehold, Investment, and 

Capital Redemption Policies. 

A Copy of the Company’s detailed Prospectus, giving 
full particulars of the rates of premium for Life 
Assurance and other information, may be obtained on 
application to any of the Company’s Officer or A&nts. 






ATLAS ASSUBANCE COMPANY. 


Constitution. 

The Atlas Assurance Company was/ founded eighty- 
eight years ago, for the transaction of Fire and Life 
Assurance, with a capital of <£1,200,000 guaranteed 
under a Deed of Settlement by a numerous and 
wealthy proprietary. The paid-up capital is £144,000. 

Security. 

In addition the Company has assets exceeding 
£2,000,000, of which over £1,480,000 belong ex- 
clusively to Life policy-holders, and are applicable to no 
other purpose whatever. 

Valuation. 

At the last Quinquennial Valuation made as on 8 1st 
December, 1894, the most stringent tables of mortality, 
viz., the Institute of Actuaries H'“ and Tables, 
were employed, the rate of interest adopted being the 
exceptionally -low one of 2^ per cent, for the With- 
Profit Assurances, and 3 per cent, for the Non-Profit 
Policies. Every precaution is therefore taken to 
ensure to Atlas policy-holders absolute security, 
which is the first and paramount consideration in 
regard to Life Assurance contracts. 

Bonuses. 

The bonuses declared have always been large, and the 
exceptional stringency of .recent valuations makes the 
continuan^of such bonuses nlore probable. The last 
bonus was at the rate of £1 Ss. per cent, per annum 
on the sums assured and existing bonttSitfor e«ch 
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annual premium paid during the preceding five years, 
which is equal to a simple bonus— i.e. a bonus on 
sums assured only— of £1 13s. 5d. The following 
table illustrates the bonus atlditions at this* rate on 


a policy for XI, 000 

5 years in force .. 

10 „ „ .. 

20 „ „ .. 

30 „ „ . 

'10 „ „ 

50 „ „ ... 


XI, 070 Os. 
XI, U4 18s. 
Xl,310 16s. 
Xl,500 14s. 
XI, 718 4s. 
XI, 967 3s. 


Policies arc entitled to participate in bonuses from 
the cominencement. The same rate of bonus is 
declared on Endowment Assiiraiices as on Whole- 
Life Policies. 


Interim Bonuses, 

at the rate of 80 per cent, of the bonus (hjclared at 
the last preceding valuation, are added to policies 
which become claims between two divisions of profit. 


Cost-Price Policies, 

giving policy-holders the immediate benefit of future 
bonuses. Under this plan future Reversionary 
Bonuses have been assumed at the rate of XI 7s. 6d. 
per cent, per annum upon sums assured and accrued 
bonuses, and are allowed by way of discount upon the 
ordinary With-Profit premiums; the policies are 
subject to a provision that if future bonuses be at 
a higher rate than that <iiscounted the difference shall 
be added to the sum assured, but if at a lower rate 
then the difference shall be deducted. The Cost-Price 
preiQiums are much lower than those under the 
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ordinary With-Profit tables, and even appreciably 
less than those usually charged for non-participating 
policies. 


Double Endowment Assurances. 

In addition to the benefits of an ordinary Endowment 
Assurance these ])olicies secure a guaranteed bonus 
equal to the sum assured, should the life assured survi’-e 
the period at which the endowment matures. 


Renewable Term Policies. 

Under this plan Term A.ssu ranees are granted with 
the option of renewal without fresh medical examina- 
tion, the premium gradually increasing with the 
increasing age of the life assured, or the premium 
remaining stationary and the sum assured being 
gradually reduced. Thus a large immediate assurance 
is secured by a very small premium. Renewable 
Temi Policies may be changed for ordinary Whole- 
Life or Endowment Assurance, without medical 
examination, at any time before the life assured 
reaches the age of sixty-five. 

General Privilegres. 

Unconditional Whole-World Policies. 

Liberal Guaranteed Surrender Values. 

Non-Forfeiture Regulations. 

Immediate Payment of Claims. 


Chief Office : 92» Cheapside, London, S.O. 



BBITISH EMPIEE MUTUAL LIFE 
ASSUBANCE COMPANY. 
Constitution. 

The Company was established in 1847 upon the 
Mutual System, All the Profits belong to the mem- 
bers, whilst no personal liability attaches to*them. 

Valuation and Bonus. 

Valuations have in the past been made every three 
years. In the future they will l>e made on 31st 
December, 1896, 1899, 1901, and thereafter every 
five years. The Bonuses are distributed according to 
the methods determined by the Directors. Bonuses 
at the last distribution varied from £ 1 to £2 6s. per 
cent, per annum on the sum assured. 

Progress. 

The following figures speak for them.selves ; — 

Acet MLlvATLI) Fl .NJ) A.Wl IL PuE.MIl'.M I\l OMK 

Doc. 1856 £121,548 1856 . . £14,541 

„ 1876 655,66.) 1876 , . 96,274 

1896 UPWARDS OF £2,400,000 1896 UPWARDS OF £260,000 

Policy Conditions include the following* privilegres : 

wide Free Limits of Foreign Residence. 

Indisputable World-wide Policies. 

Non-forfeiture Regulations. 

Immediate Payment of Claims. 

Special Schemes. 

In addition to all the ordinary classes of Assurance 
generally transacted by Life Offices, thi.s Company has 
the following special .scheme.s, full particulars of which 
will be furnished on application. 

Early Asaumneoa for Children on a Novel and Attractive 
Basis, without Medicjil E.\!iniination, at Exceptionally 
Low Premiums. 

Long Term Atvsiii-ances, with Option of Continuance. 

Six per cent. Investment Policies. 

General Advantagres. 

Low Premiums. 

Liberal Surrender Values, 

Invalid Lives Insured on Equitable Conditions. 

Nftval and Military Officers’ Risks on Advantageous 
Terms. 

Temperance Section yielding Increased Bonuses. 

Head Office : 4 & 5, King William Street, E.Ot 

N 2 



BRITISH EQUITABLE 

ASSUEANOB COMPANY. 

Constitution. 

The Byitish Equitable Assurance Company was 
founded in 1854 on an exceptional plan, whereby 
the privileges of a Mutual Society are combined with 
the advantages of a Proprietary office. The Com- 
pany’s business comes under two departments (1) 
Mutual and (2) Non-Participating. 

Mutual Assurance. 

The current expenses of working the Company are 
assessed rateably on the premiums received in the 
Mutual Life Assurance De])artment and the General 
Premiums ; and the entire profits made by the Com- 
pany in the Mutual Department, after deducting the 
expenses assessed thereon, are divided among the 
Policy-holders, without any deduction for a Eeserve 
Fund : the protection afforded by a lleserve Fund 
being in this Company provided by the Shareholders’ 
capital. The Policy-holders thus obtain all the ad- 
vantages offered by a Mutual Society : the Share- 
holders’ profits consisting only of interest upon their 
paid-up capital and capitalised profits, together with 
such profits as may arise from business transacted 
under Non-participating Tables. 

Absolute Security. 

The Policy-holder enjoys absolute security. Strong 
reserves — sufficient to provide for every possible con- 
tingency— have been created by the employment, in 
the Valuations, of the Institute of Actuaries’ (Healthy 
Males) Mortality Tables deduced from the mortality 
experience of Life Assurance Companies, and by 
bringing into account, in respect of profits on the bulk 
of the Policies, interest at 3|- per cent, per annum 
only, as the prospective earning of the Accumulated 
Fund, whereas that Fund is invested SQ as to earn, on 
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the average, over 4 per cent, per annum. The Share- 
holders’ capital, which is a guarantee to the Policy- 
holders without being a source of expense, is a quarter 
of a million. The Accumulated Fund is ijpwards of 
a million and a half. 

Options in Applying* Profits. 

The Policy-holder has the option, when assuring for 
the whole term of life, of having hw profits, whicli are 
declared every five years, ailded as a bonu.s to the sum 
assured, or applied in reduction of future premiums, 
so as to make the Policy payable in his lifetime. 

Separate Use Policies. 

The amount assured can be secured to the separate use 
of a wife, saving Estate Duty and expenses of obtain- 
ing Probate or Administration on the husband’s death, 
by taking out one of the Separate Use Policies issued 
by the Company. 

Free Licences. 

The Policy-holder can obtain a free licence to travel 
and reside abroad within very wide limits, and beyond 
those limits the Directors will favourably consider 
applications. 

Paid-up Policies. 

After three years from the date of a Policy (or, if 
revived, from the date of revival), it may be ex- 
changed, if unincumbered, for a Paid-up Policy. 

Loans on Policies. 

The Policy-holder who has not incumbered his Policy 
can, when it has been three years in force, borrow a 
sum of money on it with absolute secrecy, and without 
any expense or trouble. 

Nott*-Forfeitupe of Policies. 

t/nd^r the Company's arrangements, no Polug^ need 
u 



British Equitable Assurance Company, 

be forfeited through inadvertence or temporary inability 
to pay the premium. 

Immediate Payment of Claims. 

Claims are paid immediately after satisfactory proof 
has been furnished to and approved by the Directors 
of the death or other event on which the policy is 
payable, and of the title of the claimant. 


SPECIMENS OF ANNUAL PREMIUMS TO ASSURE 

£ 1 , 000 . 

POLICIES WITH PKOFITS 


Age 

next 

Bjrtlidaj 

I’ajalile 

Aimnal 
Pieiiiiimis 
duiiiig Lite, 

at Dt.itli 

Aiiuual 
Pioiinniti'i 
dm iiig 20 Vearh 

I Pav.iltle 

1 Animal 

1 Pieniniiiis 

till Matin ity. 

t ago 60 or 

IS T)(atl). 

Aiiiiiinl 
Preiiiiiiiiis 
for 20 Veais. 


e 

s. 


£ 

s. 

(I. 

, £ 

a. 

<1. 

€ 

s. 

(1. 

20 

19 

0 

6 

29 

15 

0 

I 

1 

8 

34 

10 

0 

21 

19 

9 

6 

30 
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0 

i 24 

16 

8 

35 
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22 

19 

18 

11 

30 

15 

10 

25 

12 

6 

35 

17 

6 

23 

20 

8 

7 

31 

5 

10 


10 

0 

36 

12 

6 

24 

20 

18 

9 

31 

16 

8 

' 27 

7 

6 

37 

7 

6 

25 

21 

9 

4 

32 

8 

4 

' 28 

G 

8 

38 

3 

4 

26 

22 

0 

5 

33 

0 

0 

1 29 

6 

8 

38 

19 

2 

27 

22 

11 

11 

33 

10 

10 

1 30 

8 

4 

39 

15 

10 

28 

23 

3 

10 

34 

3 

4 

31 

10 

10 

40 

13 

4 

29 

23 

16 

5 

34 

15 

10 

32 

15 

0 

41 

11 

8 

30 

24 

9 

8 

35 

9 

2 

34 

0 

10 

42 

10 

0 

31 

25 

3 

2 

36 

2 

6 

36 

8 

4 

43 

9 

2 

32 

25 

17 

5 

36 

16 

8 

36 

18 

4 

44 

10 

0 

33 

26 

12 

6 

37 

10 

10 

38 

10 

0 

45 

10 

10 

34 

27 

8 

1 

38 

5 

0 

40 

6 

0 

46 

12 

6 

35 

28 

4 

6 

39 

0 

0 

42 

1 

8 

47 

15 

0 

36 

20 

1 

8 

39 

15 

0 

44 

2 

6 

48 

18 

4 

37 

29 

19 

9 

40 

12 

6 

46 

5 

10 

60 

3 

4 

38 

30 

18 

8 

41 

9 

2 

48 

13 

4 

51 

8 

4 

39 

31 

18 

6 

42 

6 

8 

51 

5 

10 

52 

15 TO 1 

40 

32 

19 

4 

43 

5 

0 

54 

3 

4 

64 
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SPECIMENS OF ANNUAL PREMIUMS TO ASSURE 

£ 1 , 000 . 

POLTCTE8 WITHOUT PROFITS. 



1 Pa^alilf at 
Death. 

P.l>.il.le 

It .I-?.* < 

n (II 

Pi( umis l)( Oil. 

lU'Xt 

Uii Unlay 

■ 
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With t'liaranteed 

Aiiiinal 

Annual 

Antin il 

Ooiiiis ot X'1,000 

0 a^e iiO iH 

PreiiiiiiiKs 

Pie?iiiiiiii'i 

Pimiiiiiiis 

attained. 


(iiiiiim 

till M.ttniitu 

f(.i 

0 1 

\]S 

Annual 









Piciiimnis 
till Matnnty. 


€ 
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<1 

i. 

s 

<1 
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20 

17 
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10 

31 

18 

1 
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21 
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11 

8 
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0 
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12 

6 
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25 

19 
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26 4 

2 

35 

6 

8 
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26 

20 
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27 2 

6 

36 

1 

8 

40 1 8 

27 

20 
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4 

36 

17 

6 

41 16 8 

28 

21 
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2 

37 

13 

1 
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29 

22 

1 8 
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8 

38 

10 

0 
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30 

22 
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0 

39 


6 
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31 
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5 

0 
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32 
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2 
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4 
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4 
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3 

4 
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34 

25 
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3 

4 
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36 

26 
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0 

44 

4 

2 

61 1 8 

36 

26 
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6 

T) 

.i 

10 
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37 

27 
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6 

46 

8 
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68 2 6 

88 

28 

13 4 

45 1 
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47 

12 

6 

72 3 4 

39 

29 

11 8 

47 10 
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48 

17 

6 

76 12 6 

40 

30 

10 10 

50 2 

6 

50 

2 

6 
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List of Assets 

Foiminsr the Accumulatcrl Fund, Januaiy 31st, 
1896 — 

(liound it Cost t s (1 £ s d 


Firdiolil 7')6 112]‘) 1 

LpasLhili.1 7 11 



— 

934 852 

7 

0 

Mortgiges on PiojKitj 


177 817 

11 

8 

Loans on the CVimp in\ ’s Poln n s 


71,301 

19 

7 

Goveinnient hci uiifiis —at ( < st 


156,937 

17 

11 

Railway Htoeks— it C ost 


39,708 

11 

0 

House Piopcity 


84,091 

9 

6 

Agents’ Balanoi s 


22,035 

10 

4 

Cash- 





On Deposit 

4 000 10 1 




In hand ind on Cuiionl Aeiounl 

9,519 3 2 






13,519 

13 

6 

Other Assets— Suiidi US 


4,476 

4 

9 

Less— 


1,507,740 

6 

2 


Claims admitted Imt not jnid it 

date oi Ac( ount 4,647 8 2 


Other sums owing hj the Com 

pnnj to snndn poisons 901 11 4 

,«),548 19 6 


11,502,191 .5 8 


Dire( tors 


Alfred Condek, Esq , F R 1 15 A 
William Himiy Oom-u, Esq, 
LLli 

Thomas EnMu^D IIfiifr, Plsq , 

I.LD 

William Glohge Lkmo\, Esq, , 

J P ' 


WiLiiAM Smith, Esq 
Rorpkt Paukfk Tayiok, Esq 
EowAiin Bean Undkiiiiiia, Esq , 
LLD 

Thomas HFVia Wflls, Esq 


Axfdxtors 

Alfred Hbnk^'‘Baynf8, Esq 
Montagu Holmes, Esq , F S T 
Kohbkt Rak, Esq 

Manager 

John Wilkinson Fairey. 


Office : Queen Street Place* London, JS C, 





CALEDONIAN INSUEANCB 
COMPANY. 

FOmOEO ISOS. THE OLDEST SCOTTISH IHSOHAHCE COMPAHY. 

Incorporated by Royal Charter and Empomered by Special hots of Parliament 

Constitution. 

Tile Company was establislicd as a Fire in 1805. 
The Life Department was added in 183,‘l. Tlje Funds 
of the Life T)p})ai-tiiient are sepnratt'ly ifivF'sted, and 
are not liable for Fire claims. 

Safety of Basis. 

Tlie latest valuation (1802) was made ou the basis of 
the Institute of Actuaries’ Jl'" Table at 3 per cent, 
interest. The Life Policy-holders have also the 
security (jointly with the Fire Policy-holders) of the 
paid-up and subscribed capital. 

Rates of Premium. 

Tliese are strictly moderate. 

Bonuses. 

The past results have been very satisfactory, especially 
in connection with the moderate premiums charged. 
The Bonus last declared was at the rate of .£1 7s. 6d. 
per cent, per annum on the sum assured, being equal 
on the average to about 50 per cent, on the Annual 
Premium paid. 

General Advantages. 

A complete non-forfeitablc system preventing the 
lapsing of any valuable policy. 

Liberal Surrender values. 

Policies free from troublesome or restrictive conditions. 
Option of applying Bonus to make the as.surance 
payable during Life. 

A special scheme of Life Assurance without Medical 
Examination, affording great advantages to persons 
who attain a certain age fixed upon at the outset. 

Long Term Temporary Assurances, with option of 
change to ordinary plan. 

Edinburgh —19, Ueorge Street. 

lKmdoii-82, King William Street, E.C., and 14, Waterloo Place, S.W. 

I Manchester, 60. Spring Gardens. 
Blmilngham-77, Colmort Eow. 
I)ubUn-3l, Dame Surest 
I Aberdeen~l3, Bridge Street 
Vincent Street 

15 


Uverpool-lt Exchange Chambers. 
Ued8-^8. Park lane. 
pirroilUiue-30, Mosley Street 
Albert Sttuare. 

OMow-Ma St 



THE COLONIAL MUTUAL LIFE 
ASSUEANCE SOCIETY LIMITED. 
Constitution. 

The tSodety wm estahlishdl m Mdhourne in 1S7] 
Branch OHices hi\( mncf heen opened throughout 
Austfalia, New ZeaUnd, South Afiica, ind the United 
Kingdopi , tlie convenience to members resulting from 
this ejttensne represent ition in Biitish Colonies is 
mucli apjireeiiteil The Society is entiiely Mutual, 
time Ixing no Shaieholdiis to pirticipate in the 
profits or control the Funds oi Minigemeiit It has 
adopted in its constitution such feature s as have been 
developed by modern science, and haie been proved 
to be practicilly beneficial 

The Valuation of Liabilities 

for the Five yeais ending 3 1st Deeemliei, KSOt, was 
made on the same strictly conser% itive principles as 
were adopted at pievious valuations on the rccoiii 
mendation of the eminent British Actuaries, Di 
Sprague, F I A , etc , and Mr George King, F I A , 
etc The Mortality Table adopted was the Institute 
of Actuaries’ H and H' , with inti rest at 1] per 
cent less than was eained upon the funds 

Distribution of Bonus. 

The entire suiplus is the property of the Policy 
holders, and is allotted every five yeais to Policy 
holders in Glass “A,” oi at the end of the selected 
Tontine Period to Policy holders in Class “ E ” 

Glassification of Business. 

Whole Life and Endowment Assurances that paitici 
pate m profits are granted at veiy moderate Premiums. 
Many options are given to Policy holders for dealing 
with their bonuses at each valuation Policies en- 
titled to participate in profits, and which become 
claims between one viluation and another, receive 
inteiim bonuses at the same rate as for the last 
preceding period , this being equivalent to an annual 
bonus. 

Tontine Policies are granted at the same premiums as 
Policies that patticipate qumquenmaliy ; the special 
feature of this system is that the entire profits of the 
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class are reserved and accumulated at compound 
interest for the benefit of those Policies which are in 
force at the end of the Tontine Period, which may be 
fifteen or twenty years, as selected by the ^insured. 
The sum assured, without bonus, is payable in the 
event of death during? the Tontine Pemod. The 
choice of six valuable options is available at the 
maturity of the Tontine Peiiod 
Absolute Insurance Policies aie granted for tlie whole of 
life, subject to a limited numhoi of anmi.il pri miums, 
each of which pm chases an amount of assurance 
absolutely unforfeitable even if no further premiums 
are paid. 

Non-Participating Assurances for the whole of life or for 
short terms are granted at reduced rates of Premium 
Children’s Endowments and Annuities .arc also granted 
by the Society. 

Loans on Policies, 

to the extent of nine tenths of the surrender value, 
are granted on deposit of Policies 

Investments. 

The Funds of the Society are invested wherever the 
best securities and the best rates of interest are to be 
found. By its comprehensive oiganisation the Society 
obtains the widest scope for lemunerative invest- 
ment. The average rate of interest earned during 
the Valuation Period 1890 to 1894 exceeded 6 ^ per 
cent. 

Progress of the Society, 1873-96. 

funds. new business 

DATE. AMOLNT PERIOD SUM A8SUUF1). 

31 Mar , 1882 . . £226,868 8 years iiidod 31 Mar , 1882 15,036,839 

31 Dec., 1888 . . 863,281 ' 31 Do( , 1888 8,206,988 

31 Dec , 1895 . 1,923,83.5 | 7 „ „ 31 Deo , 1895 9,066,831 


Policies Issued . . . 71,873 assuring £22,310,658 

Amounts Paid to Policy-holders £1,539,406 

Cash Surplus— 31 st December, 1894, 

Equivalent in reversion to over . . , £460,000 

EDWARD W BROWNE, 


Office: 33, Poultry, London, B.O. 



ECONOMIC LIFE ASSUEANCE 
SOCIETY. 

Constitution. 

Founded in 1823. There are no shareholders, the 
whj)le of the surplus being quinquennial ly divided 
.amongst the members, who incur no personal liability. 

Premiunfs. 

The ordinary with-})rofit premiums are lower than 
these of any othei* Company or Hoci(‘ty offering to the 
gencial public similar bonus .advantages from the 
commencement of the risk. 

Bonus. 

This is distributed every five years on an equitable 
scale, .allowing weight both to age at entry and to the 
durtation of the policy. The bonus is calculated not 
only upon the original sum assured, but also upon all 
previous bonus remaining attached thereto, with results 
specially favourable to good lives. 

Endowment Assurance 

is granted on very favourable terms. The bonus on 
this class of assurance is on the same full scale as on 
the ordinary whole-life class. 

Security. 

This is undoubted, as the full Board of Trade Returns 
will show; the Assurance fi’und invested in the highest 
class of securities amounts to more than £3,600,000. 

Equal Justice to all Policy-holders. 

No unfair advantages are allowed to special classes of 
the community, either by way of reductions of premium, 
special commissions, relaxation of medical examination, 
or discounting of future bonus, which may never be 
realised. All policy-holders enter on equal terms. 

The Policy Conditions 

embody all the most modern and enlightened improve- 
ments in practice : the best interests of its members 
being necessarily also the highest interest of a purely 
Mutual Society. 

Chief Office : 6, New Bridge Street, BlaokfHani, 
liondtm, B.O. 
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ENGLISH AND SCOTTISH LAW 
LIFE ASSUBANCE ASSOCIATION. 

Constitution. 

The Association was established in 1839, and liransacts 
Life and Annuity Business only. The subscribed 
Capital is £1,000,000, of which £930,000 remains 
uncalled. 

The participating Policy-holders enjoy nine-tenths of 
the Profits on the whole of the Life business, and their 
share of tlie Profits derived in the past from the non- 
participating Policies has exceeded the one-tenth share 
of the entire Profits falling to the Pro[)rietor8, The 
Assured have practically, therefore, the advantages 
of a mutual office, without any partnership liability, 
and the additional security afforded by a Million of 
Capital. 

Security. 

Xn addition to the security of the Capital above 
mentioiK'd, the Association has a Fund of upwards of 
£2,000,000, the Reserves at the last Valuation being 
based upon (1) Interest at th(i assumed rate of 3 per 
cent, only, (2) The Institute of Actuaries' H"‘ and 
Tables ; the whole of the difference between the office 
Premiums and tlie H'" 3 per cent, net Premiums being 
reser^’^ed for future expenses and profits. 

Bonus. 

The Directors have lately given much consideration to 
the principle adopted in the di.stribution of Bonus. 
They have come to the conclusion that in lieu of the 
system heretofore practised, giving a uniform Re- 
versionary Bonus to old assurants and new entrants 
alike, the popular Compound Bonus system (under 
which all bonus additions remaining attached to a 
policy rank for bonus equally with the original sum 
assured) shall be intr^uced as from the 1900 
'Valuation inclusive, coupled with exclusion, as from . 
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1896 inclusive, of the right to participation in Bonus 
in respect of tlie first year of Assurance. 

The reversionary additions may be commuted, at the 
option of the parties entitled, at any time for (1) a 
cash payment, or (2) reduction of premium for hve 
years, or (3) permanent reduction of premium. 

Interim Bonus at a relatively liberal rate is allotted 
to with-profit policies in respect of the quinquennium 
during which they become claims. 

Various Modes of Assurance. 

All classes of Life, Endowment, and Leasehold Assur* 
ances are undertaken. 

Assurance at Specially Low Rates may be secured 
under this Association's 

Discounted Bonus and Enlargeable-Term Tables. 

Conditions of Assurance. 

Policies simple in form and generally World-Wide 
and Indisputable. 

Guaranteed Surrender Values. 

Immediate Payment of Claims. 

Annuities. 

The Association grants Annuities, Immediate, De- 
ferred, or Survivorship, on favourable terms. 

Reversions and Life Interests. 

The Association makes advances upon, or purchases 
(with or without option of re-emption) Reversions, 
whether absolute or contingent, and Life Interests, 
either in possession or in reversion, upon liberal terms. 

Head Offices: 

London— 12, Waterloo Place, Pall Mall, S.W, 
Edinburgh— 120, Princes Street. 



TH£ BEASON of the SUPERIOR WORTH of 


THE' EQUITABLE 

LIFE ASSURANCE SOCIETY’S 
POLICIES IS to Ixi found in the following explanations — 

Constitution. 

The Society, which is faniihiily known ns The Old 
Equitaulp, was founded in the jear 1703, on strictly 
mutual piinciples It was the hist Society to charge 
premiums \arymg with the age of the life assured, 
and IS the oldest puicly mutual otiite in existence 

The Whole of the Profits belong to the Members. 

Th( advantage of the mutual systtm cannot be better 
illustiated thin by using as tin example the amount 
of profit divided amongst the policy liolders at the last 
deceiinitd distribution I’his amounted to the large 
sum of £1,235,837, and as the 2 >ie]»oition winch is 
taken by shareholdeis in Piopiietaiy CVmpauics vanes 
from a tenth to a third. 

The Having to the Members was- 
allowing j^,yth, £133,582 allowing jtli, £308,957 
„ ith, £227,165 „ Jid, £411,942 

A Reserve Capital which belongs to the Members. 

The Society has a paid up capital larger than that 
possessed by most of the Propiietary Companies, the 
dividends on which, instead ot being paid to shaie 
holders, go to the mcnibeis in the shape of increased 
bonuses At the latest valuation the amount letained 
in hand, ovei and .ibove the Reserve leijuiicd by the 
most stiiiigent valuation by tlie combined H"* and 
H"‘W j pel eent Tables, amounted to £584,737, con- 
stituting A Uesekve CAPirAL of over Half-a- 
MiLLIOE (SrEllLINCr 

No Expensive Agency System ; No Payment of 
Commission. 

The expenses incuired by Companies which employ 
Agents vary from 10 to 30 per cent, of the premium 

SI 



The Equitable Life Assurance Society. 


income ; and as the expenditure of “ The Equitable ” 
is less than per cent., it follows that the members 
benefit to the extent of from 3^ to 23^ per cent, on 
all the premiums received. During the ten years from 
1881' to 1889, the total amount received in premiums 
was <£?,488,357, so that for the latest decennial 
valuation period. 

The further saving to Members was — 


reckoning expenses 

I at 10 per cent. 

£52,092. 

u » 

15 „ 

£126,510. 


20 „ 

£200,928. 

„ „ 

25 „ 

£275,346. 

„ „ 

30 „ 

£349,764. 


As the av('rago rate of expenditure of all the British 
Companies is 1 5 per cent, of the premium income, the 
saving under this head alone amounted on the average 
to £126,000, or more than 10 pei’ cent, of the whole of 
the profits. 

Past Results:- A Wonderful Record, 

One of the stifest guides to future achievements is 
the result of past experience. 


NINETY-FIVE YEARS’ RECORD. 


During the Ninety-five years ended December 31st, 
1896— 

The Premiums received amounted to 

And the Society paid- 

in Claims under its Policies 

In Bonuses 

As Surrender Values 

In Annuities 


Total Payments 

And had Invested on December Slst, 1896 ... 


£ 25 , 264,906 


19,871,539 

22,319,929 

2,180,886 

159,370 

£ 44 , 531,724 

£ 4 , 285,285 


8o that over the whole pf that period for every £1,000 that be> 
came a olaim the Sooiety paid, on the average in amount assured 



The Equitable Life Assurance Society. 

and bonus £2,123 ; and the Members or their relatives received, on 
the average, a return of £176 for every £100 paid in premiums. 

Out of 113 Policies which became claims in the year 1895, the 
sum assured and bonus together 
In 1 case Exceeded Four Times 
In 20 cases Exceeded Three Times 
In S6 cases Exceeded Twice and 
In 83 cases, or three- fourths of the whole, 

Exceeded One-and-a Half Times 

The Society publishes a complete list of the claims 
paid in the preceding year. 

Results of the Latest Valuation. 

The Bonuses declared on the 1st January, 1890, ranged 
from c£2 per cent, to £10 12s. per cent, per annum on 
the sum assureil for every year complHfd since the 
previous valuation, varying according to the time the 
policy had been in force. The following table shows 
the additions made to policies for £1,000, together 
with the Bonuses declared at previous divisions, and 
the total amounts payable at death. 



ORIGINAL SUM ASSURED, £1,000. 



XpetCMsd by tb« Bwea of £2 per oent. in respect of each 

pin the let JsBusry, 1B80. 


q i> 



The Equitable Life Assurance Society. 


As a Cash Investment the Policies have been 
Profitable. 

Had a policy-holder who entered at the age of 30 
taken* his profits in cash, he would have received from 
4| to 4^ per cent conipoH'tid interest on his premiums 
as an investment, and have still been assuied for the 
full amount of his policy. 


Cash Value of the Decennial Reversionary Addition 

made to a Policy of £1,000, 1st January, 1890. 


Age 

at 

Bntr} 

rreiniums 
Iiaid in 
Decdinium 

Poiirv IN FoRct 1 

10 Yiars 

20 Years 

30 liars 

40 ^ears. 


£ 

£ s. d 

£ 8. d 

£ s d 

£ s. d 

30 

218 

70 14 6 

172 10 0 

.806 8 0 

441 19 6 

80 

2(57 

81 14 6 

200 n 0 

8i6 0 6 

.516 3 0 

40 

.310 

9.) 1 « 

28.1 t) 6 

41.5 ir> 6 

501 8 6 


It will be seen that in the case of a person wJio eiitcied at tlie age of 10, ami ha^l 
been assured 20 yens, the Cash Pajtneiit he recened amounted to a letiirn of not 
less than 75 per cent of the Preimuiiis paid In tlie decinniuin, and that a person 
who entered at the same age, and had been assund foi 30 \eiis, recei\cil one third 
more than the Premiums paid in the rleccnniuin 


Large Surrender Values. 

As the Society has no large initial outlay connected 
with the issue of a policy, such as the maintenance of 
Branch Offices or the payment of procuration fees to 
Agents, it is able to allow to its members, wishing 
to withdraw, the full value of their policies, even after 
only om premium Itas been paid. This is a matter of ' 
great importance, and too frequently overlooked by 
persons when they insure their livea 

H 





The Equitable Life Assurance Society. 


SURRENDER VALUES 

(^At the Bate of the latist Btvhhm of Profits') 

Of Ordinary Whole-Life With-Profit Policies for £1,000, with the total 
accumulated Bonus additions; and the equivalent Fully Paid-up 
Policies payable at Death. 


Dl RAIION OF Pom \ IV ISOO 


Age* 

10 Y 

•ai 

1 20 Yiais. 

1 30 1 

e IIS 

40 Years, 

at 

Entiy. 

Ca'ih 

Paid lip 

Cash 

Paid up 

1 

1 Pish 

Paid 111 ) 

Cash 

Paid-np 


N.ilno. 

l>(ili<-y. 

Value 

IN die) 1 

j \alne 

h»lio\. 

Naliie. 

Policy ) 


£ 

£ 

£ 

£ 

1 ^ 

c 

£ 

£ 

20 

173 

3«1 1 

49') 

919 

99(i 

l,(i3(> i 

i,r)i5G 

2,282 

30 

212 

31)3 

ri9l 

971 

l*i,if;.'i 

*1,(!98 

1,827 

2,358 

40 

2fil 

428 

701 

1,02<> 

i,;i78 

1,779 || 

2,097 

2,437 

60 

320 1 

40(1 

858 

1,108 

1,()0G 1 

I,8(ili 1 

1 

— 


* Thus, tlie man who ashiirecl at the a}{C of 30 for i'l.OOO could, in 30 yeais’ tune 
(that IS at the age of 60), icceive a lash {>a>inciit of t:l,lir», oi a i’aid-up Policy of 
61,008 (which would share in future Profits), having paid in Preminiiis the sum 
of 6S01. 


Loans on Policies. 

Advances are made at short notice on tlio security of 
the Society’s Policies, wlien not in tlie liands of 
Trustees, and when the title is unencumbered, to 
nearly the full extent of their surrender value, and 
may he repaid at any time without notice. 


Policies are Whole World, except in special cases, and are 
practically Indisputable, except when obtained by 
deliberate fraud. 


For further particulars and every information, addresB— 
H. W, Manly, Actuary, Equitable Life Assurance Society^ 
Maniion House Street (opposite the Mansion House), 
Tendon, E.C< 





EQUITABLE LIFE ASSUKANCE 
SOCIETY OF THE UNITED STATES. 

Constitution. 

This ?.ociety was organised in 1859 under the Insur- 
ance Law of the State of New York, with the following 
distinct [)rovision in its charter “ The Insurance 
business of this (k)ni)),iny sliall be conducted upon the 
Mutual plan.” The ailairs of the Society are con- 
ducted by a corps of Executive Officers and a Hoard of 
Directors. 

Government and State Supervision. 

The Society transacts its business under the super- 
vision of the New York Insurance Department, This 
department exacts the most rigid accounts, and its 
officers not only closely scrutinise these accounts, but 
also publish a report, addressed to the Legislature of 
the State, based on their independent investigation. 
The State also regulates the loans on mortgages, and 
declares the securities in which life offices may invest. 
The Society also make.s returns to the British Board of 
Trade as required by the Life Assurance Companies’ 
Acts. 

British Branch. 

The British Branch was established in 1867, and is so 
organised that it is in effect a local office. Proposals 
are accepted in London, and all claims are paid in 
London with quite exceptional promptitude. 

A deposit of £100,000 is held at the Bank of England 
in the name of Trustees, as a special security for the 
Society’s British Policy-holders. 

Security. 

The Policy-holders of this Company not only have the 
guarantee provided by Government supervision and 
the Trust Deposit for British Policy-holder^, but tb^ 
Funds of the Society, amounted at peoetnber 31st, 1895, 
to ^41,576,062, its assets exceeded its ikbili^es 



Equitable Life Assurance Society of the United 
States. 


by £8,422,502. This surplus is larger than that of 
any Insurance Company in the world, and is the most 
convincing proof of financial stability and strength. 

Satisfied. 

The nature of the Society’s Policies, and the liberal 
treatment of its Policy-holders, is fully appreciated 
by the recipients of benefits made under its Policies. 
Their testimony may be .seen from a collection of letters 
published under the title of “ Satisfied,” which may be 
had on application. 

Policies. 

The Equitable Society U.S. lias been, and still is, the 
pioneer in the Issue of liberal and advantageous 
Policies incorporating every modern improvement. 

The Free Tontine Policy provides : — 

Protection at a low rate of Premium ; 

Terminable Assurance after 20 years ; 

Accumulated Tontine Bonus after 20 years ; 

Various valuable Options at the end of Tontine period. 
The Endowment Policy has for its special features : — 
Investment a Distinctive Element ; 

Assurance Protection for 20 years ; 

A Return of all Premiums with Compound Interest ; 
Valuable Options after 20 years. 

A New Policy. 

The Guaranteed Cash Value Policy which has just 
been issued by the Society inaugurates a new era in 
the history of the Equitable United States. Thia 
policy, amongst other fresh and striking characteristics 
guarantees Definite Cash Values, Definite LoanSy 
Definite Paid-up Assurance. 


Head Office for the United Kingdom: 6, Prinoea 
Street, Bank, London, E.C. 

A McNKimacK and W. Tkiggs, General Mana^fetf. 



EQUITY AND LAW LIFE 
ASSUEANCE SOCIETY. 
Constitution. 

The Equity and Law Life Assurance Society was 
established in 1844 with a Capital of One Million, 
divided into 10,000 shares, held entirely by members 
of the lej^.il profession. The Dividend of this Capital 
is provnled by the interest yielded by its investment, 
and by one-tenth of the profits declared at each quin- 
quennial division. The Assured have, in return for 
this one tenth, the guarantee of a large and wealthy 
propriet^^ry ; but as the profits arising from the non- 
participating Policies exceed the one-tenth of the profits 
helougimj to the Shareholders, the Assured have all the 
advtwtages of a Mutual Society. 

The Accumulated Funds on Slst December, 1895, amounted to 
£2,930,963. 


The Valuation of Liabilities under Policies is made 
on the Institute of Actuaries’ Tables [H"' and H"‘(5)], 
assuming interest at the low late of 2| per cent. 

The Economy of Management is evidenced by the 
fact that exjienses have averaged about 10 per cent 
of the Premium Income, and for the year 1895 they 
were slightly under this figure. 

Bonus Results, on with-profit Assurances of iJl 000 for 
the whole of life up to the recent Valuation as at Slst 
December, 1894, h.t\e shown the following results : — 



NUMBER OF PREMIUMS PAID 

2 Five. Till. 

Fffla., r.u,ly 

Thiity 1 Foitj. 

►VHy F.rt, 

1 

30 Lois 10 1,165 0 
40^1,054 101,186 0 
501,065 0|1,223 K 

£ s t t a 

1,301 0 1,121 10, ‘15.59 10 
1,338 0 1,472 10'“l,(i31 10| 
1,405 10 '1,567 10| 1 762 0 

£ s £s t 

*1,725 10 “1 915 10 ‘2,148 10 ' 2,342 0 *2,670 
n.828 0 '2,050 10 *2 326 0 *2,551 10 *2,814 
•1,995 10 *2,267 0 *2,596 0*2,866 10 .. 


In the cases iiiaiked * (he Bonuses, if siirremltied, would be iiioic than sufficient to 
eKtinguish all futiiie pieniuiniK, and the Polic) boldeis would still be entitled to shai'e 
in future profits. 


Various Policies Issued. 


Assurances under Table III. of Prospectus are 
especially adapted to the requirement® of Marriage 





Equity and Law Life Assuran ce Society. 

Settlements. Under this Table all Bonuses are 
applied in Reduction of Premium until extinction, 
thus affording the assured full benefit of the Bonus. 
The rates are slightly lower than those in Table I. 

Reduced Payment System.—This systmn has been 
devised in order to meet the want expressed by many 
persons for a large amount of assurance combined 
with a small amount of premium. The scheme 
provides an assurance at 75 per cent, of the ordinary 
premium, the balance being advanced annually by the 
Society as a loan on the Policy, as fully explained in 
the Society’s prospectus. These assurances share in 
profits on the ordinary basis. 

Endowment Assurances. — Policies under Table 
VIII. provide an assurance payable during the life- 
time of the assured on his attaining a gi\en age or 
earlier in the event of death, thus combining a pro- 
vision for the family in the event of the early death 
of the assured, with a provision for himself in the event 
of his attaining the specified age. The assured also 
knows the utmost sum he can be called upon to pay. 

The bonuses declared by the Society on these assur- 
ances have been very large. From the table given 
below (which is based on the past experience of the 
Society) it will be seen that the assured enjoyed the 
benefit of a steadily increasing life assurance until the 
maturity of the policy, at which date the amount paid 
showed a return of all the premiums paid with com- 
pound interest. 

It should be clearly understood that the figures given 
refer to results achieved in the past, and are not intended 
as estimates for the future. The future bonuses of 
a Life office depend on the profits yet to be made. 


AMOUNTS TO WHICH POLICIES FOR £1,000 UNDER TABLE Vllt 
TAKEN AS MATURING IN 1895 WOULD HAVE INCREASED:- 



Equity and Law Life Assurance Society^ 


The policies above referred to, with the exception 
of those under Table III. of Prospectus, after having 
been in force more than one year, carry an interim 
bonus. 

Policy CCrnditions. 

The ^Society’s policies are indisputable^ except on 
account of fraud. They are al.so unconditional^ except 
in certfiin cases, as to residence and occu[>ation. 

Invalid Lives. — On the grant of a policy on the life of 
a person who is believed to have an expectation of life 
less than the average, the age is taken as increased by 
a certain number of years corresponding to the addi- 
tional premium charged. Then in all calculations as 
to the amount to be reserved for the policy and the 
distribution of Bonus, the life is always treated as if 
the assumed age at entry had been the real age. 

Reversions and Loans. 

The Society invests largely in the purchase of 
Reversions, and grants Loans upon Life Interests and 
other approved security. 

Premium Rates. 

SPECIMEN TABLE. 


Aasurances f(»r tlie Wliole of Life. 

Bndowineiit Absiimnces with Profits. 

Arcs at 
Sntry. 

With 

Piofits 

Without 

Profit*!. 

Payable at 
Age 55. 

Payable at 
Age 00. 

Payable at 
Ago 65. 

Agos at 
Bntiy. 


£ B. d. 

£ 8 . d. 

£ 8. d. 

£ 8 d. 

£ s. d. 


26 

2 3 2 

1 18 4 

3 5 3 

2 16 8 

2 10 10 

25 

80 

2 8 10 

2 2 9 

4 0 4 

3 7 9 

2 19 8 

30 

35 

2 If) 10 

2 8 10 

5 3 1 

4 3 2 

3 11 2 

35 

40 - 

3 4 6 

2 17 0 

7 0 10 

5 6 4 

4 7 4 

40 

46 

3 16 7 

3 7 9 

— 

7 6 2 

6 11 9 

45 

.50 

4 10 0 

4 1 9 

— 

— 

7 11 9 

60 

66 

5 12 (5 

5 0 11 

— 

— 

— 

55 


For furtlier particulars reference is made to the 
Society’s Prospectus. 

18 , Lincoln’s Inn Fiblds, Lonj^n, W.O. 





G-BESHAM LIFE ASStJBANCE 
SOCIETY, LIMITED. 

Constitution. 

The Gresham Life Assurance Society was founded 
in the year 1848, with a capital of £100, OOd, for the 
Assurance of Human Life, the Endowment of Families, 
the Sale of Annuities, and the Extension, by increased 
facilities, of the benefits of Life Assurance. 

The Accumulated Funds. 

These amount to more than Six Millions of Pounds. 

The Valuation of Liabilities. 

The Actuarial V'aluations under the provisions of the 
Life Assurance Companies’ Acts are made (|uin- 
quennially. 

At the last investigation, as at Slst December, 1805, 
there were 65,254 policies in force, assuring (with 
bonuses) the sum of £21,961,856, and 3,926 annuities, 
securing an annual payment of £156,323. 

The Tables of Mortality employed in the Valuation 
were : 

1. The H'" Tables of the Institute of Actuaries. 

2. The Endowmont-Assuranco Experience Tables of 
the Society. 

Rate of interest 3^ per cent. 


COMPARATIVE TABLE OF RATES FOR ASSURANCE 
OF £100. 



Whole-Life 

Einlowiiient As>turaa( es 

It 

II 

Ahsuiances. 

Without Profits. 

I With GapitJihseil Profits. 


With WitlKHit 
Profits Profits. 

P.i) af)lt 

iit 

Ago 56. 

Piiyabii 

at 

Age ()0. 

Payable 

at 

Age 65. 

Payabh 

.it 

Age 55. 

Payalih 

.it 

Age 1)0. 

Paiabli 

at 

Age 66. 



£ S (1. £ s. <1 

£ H. ( 1 . 

£ s. d 

£ s. it 

t H. ll 

i, S. ll. 

£ w. if 


20 

1 18 10 1 12 8 

2 6 6 

2 1 11 

1 19 2 

2 11 10 

2 6 IC 

2 3 S 

20 

20 

2 3 3^ 1 17 0 

2 15 « 

2 8 S 

2 4 8 

3 2 0 

2 14 6 

2 9 11 

25 

30 

2 9 0 2 2 8 

3 8 1C 

2 18 e 

2 12 3 

3 16 11 

3 5 i 

2 18 6 

30 

35 

2 16 3 2 9 10 

4 9 11 

3 12 2 

3 2 5 

5 0 5 

4 0 8 

3 9 9 

35 

g 

3 5 8 2 18 10 

6 5 1 

4 13 9 

3 16 10 

6 19 10 

5 4 10 

4 5 11 

40 

318 0^3 10 10 

9 16 1 

610 2 

4 19 10 


7 5 6 

5 11 7 

45 


M4 »4 81rt 


10 2 2 

6 17 6 



713 a 

50 




Gresham Life Assurance Society, Limited. 

Policy Conditions. 

The conditions have been framed in an exceptionally 
liberal manner, and the policies, subject to the pay- 
mei^t of the premiums, may from the outset be relied 
upon as an absolute and indefeasible market security. 

SurpendeV Values. 

These are allowed in accordance with the tables 
printed in the last returns to the Board of Trade. 

Payment of Claims. 

Claims are paid immediately on proof of death and 
title, and the Society recognises the jurisdiction of the 
Scottish and Irish Courts in questions relating to 
policies effected through its branch offices in Scotland 
and Ireland respectively. 

Naval and Military Offlcers. 

Inclusive rates have been prepared, covering the risks 
of Civil and Military lives proceeding to or resident in 
India (including Burmah and Ceylon), China, the 
Malay Peninsula, and the Islands of the Indian Archi- 
pelago. “ Whole- world and War Policies ” granted. 

Reversionary Life Interests. 

Advances by way of Mortgage are made on Securities 
of this nature, coupled with the necessary assurances. 

Loans. 

The Society grants Loans uj[)on the security of their 
Whole-Life and Endowment- Assurance policies, subject 
to office regulations. These can be obtained upon 
short notice without troublesome formalities, an(J at 
the expense of the stamp duty only. 

Pensions for Old Age. 

The Society’s new rates for Deferred Annuities meet 
all cases in which it is desired to make provision for 
the declining years of life. 

Chief Office : St. Mildred’s House, Poultry, BI.C. 
West Hnd Office : 2 , Waterloo Plaoe, PaU Mall, 8.W. 



IMPEBIAL LIFE INSUEANCE 
COMPANY. 


Constitution. 

The Imperial Life Insurance Tompaiiy was established 
in 1820 with a Capital of £750,000, and undertakes 
the busijiess of Jjife Assurance in all its forms, as 
adapted to the lequinuneiits of modern practice. 

The Accumulated Funds 

now amount to over- £2,.300,00(> 

The Valuation of Liabilities 

for the five years endin«j 31st January, 1806, was 
made on the Institute of Actual ies’ 11"' and 11'" Tables, 
combined with 3 ])er cent, interest for With-Profit 
Policies (the bulk of the business), and 3] per cent, 
for Without- Profit Policies, excludin^^ the bu.siness of 
Offices transferred to the Company. 

Premium Rates 

are exceptionally low, as shewn by tiro accompanying 
table. 

SPECIMRX TABLE 


Assuia 

ncc 

foi the Whol( 

(if Lift 

Eijilowiiiinf AsMiianCfs 

witli Tiiiiliii 

Itomis 

Asfos at 
Kiitiy. 


With 

1 '' 

lilunil 

P.1J iWt it 

1 r<n<ibl< 

at 

Pa) .0)1 

at 

Akps" at 


holit'j 

! I 

lollth 

A^e 65 

Ao't i>0 

Afe'i 0 


Eiitiy, 


e 

S. (1 

t 

s a 

L s d. 

t s. 

<1 

t 8. 

(1 


2.1 

2 

1 11 

1 

10 7 

3 0 H 

2 11 

H 

2 0 

7 

25 

‘ .SO 

2 

() 11 

2 

1 2 

3 14 .3 

S 1 

.3 

2 1.3 

7 

.30 

S.’) 

2 

I.S (i 

2 

7 2 

4 1.) 0 

S l.“) 

1) 

,3 S 

5 

85 

40 


2 1 

2 

r> 2 

(5 10 11 

4 17 

K 

8 18 

0 

40 

4.-) 


LS 2 


.■> S 

10 1 6 

0 14 

0 

.) 1 

9 

45 

60 

4 

7 5 

3 

1!) 4 



10 1 

9 

() 18 

5 

50 

55 


0 (i 

1 

17 11 1 

— — 1 

— 


10 10 

G 

65 


Policy Conditions 

are very liberal, the Company’s Policies, with but very 
few exceptions, being issued world- wide free of expense, 
aiid unconditional as to residence and occupation. 

S3 





Imperial Life Insurance Company. 


Surrender Values 

are liberal, and guaranteed on the face of the Policy. 

Payment of Claims 

is made immediately on proof of death and title, and 
the Company has established the precedent of paying 
the amount required to meet Death Duties before the 
grant of Probate or Administration. 

Naval and Military Officers 

may obtain Policies under the Comj>any’s Navy and 
Army Scheme, free of liability to extra premium, for 
occupation and foreign residence, including the risk 
of war. 

Reversions and Life Interests 

are purchased by the Company, or accepted as securi- 
ties for loans. 

Loans 

are granted by the Com])any on the security of its own 
Policies within their surrender value, or on Policies 
prior to their acquiring surrender value, on a bond 
entered into by the borrower, with personal sureties. 

Pensions for Old Age 

are granted on favourable terms, the Company’s system 
of “ Perfected ” Pensions aftbrding safe and remuner- 
ative investment for those desiring a permatient pro- 
vision for old age. 


Chief Office— London ; 1, Old Broad Street^ 1.0. 
West End Offioe-22, PaU Midi, 8.W. 



THE 

MAEINE AND GENEEAL MUTUAL 
LIFE ASSUEANCE SOCIETY. 

Foundation. 

The Society was established in 1852, and ^transacts 
every description of Life Assuiance and Annuity 
business. The Society lias also a i\I,inne f)epaitment 
for the Insurance of Mariners’ and Passengers’ bag- 
gage and personal efibcts, but by its Constitution is 
not permitted to undertake the Insurance of 
Ships or Cargo. The Society is purely Mutual, and 
, the wliole of the profits belong to the Witli- Profit 
Life Policy-holders. 

Non-Liability of Members. 

By a special clause in every policy issued, it is pro- 
vided that the funds and propeity of the Society are 
alone liable to make good all claims and demands in 
respect of such policy, and that no Member of the 
Society shall incur any personal responsibility. 

Valuation. 

The last Quinquennial Valuation of the Society took 
place as at 31st December, 181)4, and was made on 
the following strict basis : — 

Three per cent, interest was assumed throughout the 
calculation, the Mortality Tables employed being — 
For Assurances, H'“ and H"‘ \ 

For Annuities, the latest Government Experience 
and the Carlisle Tables. 

The net Premiums only have been valued as an asset. 
Heavy additional Beserves have been made for Assur- 
ances on the Lives of Mariners, and every known 
liability has been provided for. 

On these data the following results were disclosed :-t- 
Assumnee Fund, Slst December, 1894 ... <£728,665 
Net Liability under all contracts ... 598,439 


Stiirplus 


... £m,m 



The Marine and General Mutual Life Assurance 
Society. 

Bonus. 

Of this surplus of £130,226, £79,820 wds divided, 
yielding a bonus of £2 10s. per cent, per annum 
on Whole Life Policies of five years’ standing, and 
£2 f)er cent per annum on those taken out during 
the qqinquennium ; on Endowment Assurances four- 
fifths of the above. 

Although it is generally preferred to leave tlie Rever- 
sionary Bonus .as an .iddition to the sum assured, yet 
the Ronus may be applied m various ways as shown 
in the following specmu'ns Th(‘ values given also for 
the surrender of the entire policies will be found to be 
most satisfactory. 

EXAMPLES OF BONUSES AND SURRENDER VALUES. 


of Lifk Policies respect of 

in force on 

Ist January, 1895 BONUS ON 


in respect of 

ENTIJIE POLICY. <» 

a 

^ loi Ut (liiptd j)aul S 

I np Policy freo § 

■ 7 « fioni oriliiiiuj g 

Pieiaimu £ 


1853 24 200 187 123 5 0 « 

Pitiiiiiim 

1859 24 600 420 251 2 5 ( cxtin^uislied 

le.iviii„' 

1864 22 100 72 36 2 5 | jmtlJomis 

btill .ittaclied 

1869 31 100 63 34 11 4 / 

1874 26 1,000 520 227 5 10 5 15 4 52 

1879 35 2,000 790 378 11 5 27 9 6 60 

1884 28 2,000 510 195 15 0 32 18 4 58 

1889 26 13,000 435 131 10 2 57 11 8 62 


It will be eeen that tlie Cash Surieiidei Values and Paid-up Policies offered 
compare favourably with the total preiniitms paid, and, further, that the prepiiiuns 
80 paid, are practically replaced by the Bonus ailditions. 

1%e Mine rate of Bonne has now been paid without liiteri upUon fyf 90 yfWe. 


Jt 

211 

12 

2 

190 

it 

119 

187 

a 

306 

182 

432 

4 

1 

390 

301 

420 

724 

389 

63 

17 

10 

57 

51 

72 

123 

63 

63 

14 

0 

57 

49 

63 

112 

67 

416 

1 

7 

376 

363 

520 

883 

476 

745 

18 

0 

670 

642 

790 

1,432 

919 

379 

0 

0 

310 

38.5 

540 

925 

511 

265 

19 

7 

240 

298 

435 

733 

396 




The Marine and General Mutual Life Assuranoe 
Society. 


Endowment Assurances. 

Policies payable at a given age or at j)revious death 
are becoming daily more popular, and the heavy bonus 
paid by the Society on these policies render^ them a 
very profitable investment. 

The sum assured is payable at death or on the anni- 
versary of the policy next before the specified age is 
attained, e.g. Should a person take out a policy nine 
months before a birthday he receives the sum assured 
nine months before r(‘aching 50 or Go, or wliatever 
age is fixed. 

The Directors have also provuled for the final bonus 
being paid to Endowment Assuranc(‘s which mature 
during the current quinquennium at the full rate of 
£'2 per cent, per annum, instesul of tin' usual interim 
bonus of i^l per cent. p('r annum payable on death 
claims. 

Moderate Premiums. 

The Society’s rates are exti’emely moderate without 
giving rise to any uneasiness as to their sufficiency, 
while the policy conditions contain the most desirable 
privileges. 

Provident Assurances for Children. 

The Society has recently added a valuable scheme for 
the benefit of children, at half the ordinary rates for 
assurances. Under this scheme no medical examina' 
tion is required. The rate at age 5 is £1 per cent. 

The Society also offers — 

5 per cent. Investment Trust Assurances, 

and adopts every scheme that is likely to be of real 
benefit to its members. 


lUndOffiM.- 14, Leadenhall Street, Iiondon^ ShO. 



MBTBOPOLITAN BIFE ASSUEANCE 
SOCIETY. 


Constitution. 

The Metropolitan Life Assurance Society was estab- 
lisheVl i’l the year 1835 on the mutual principle, and 
in 188^5 -was incorporat<Hl under the Companies’ Acts, 
1862 1883. 

The Object of the Society is to provide assurance of 
fixed amount for the whole of life at the least cost, 
and with this aim all surplus is applied exclusively 
in reduction of premium. 

An Annual Valuation of the Assets and Liabilities 
is made and, accordin^> to the amount of surplus thus 
ascertained, a reduction of premium is declared for the 
ensuing year on all policies of five years’ duration 
and upwards. 

The distinguishing Features of the Society are 

1. That, being an association for mutual benefit, all 
surplus belongs to the assured, 

2. That its method of bonus distribution is designed 
to reduce the burden of life assurance. 

3. That it obtains its business without paid agents, 
on the non-commission system. 

The last-mentioned principle, namely, that of paying 
no commission for the introduction of new business, 
operates in favour of tl^p assured in more ways than 
one, viz. : — 

(а) It directly reduces the expense rate to a minimum. 
Ratio of expenses to premium income, 7' 6 percent 
Ratio of expenses to total income ... 5*1 percent. 

(б) It indirectly affects the rate of mortality ex- 
perienced, because the members introduce new 
lives for the general good of the Society and not 
for any special advantage to themselves in the 
form of commission. 

That a certain selection is thus exercised is evidenced 
1^ the following figures ; — 



Metropolitan Life Assurance Society. 


Age. 

Death Rat 

e pet 1,00» 

Expectation of Life, 

Ilin 

MdiopoIMan. 


Metropolitan. 

m 

7-72 

.S*74 

.ll 68 

37*16 

40 

10*31 

7*72 

27*40 

29*20 

50 

15*95 

13* i2 

2o*:u 

21*23 

60 

29*68 

27*78 

1.1*83 

14*38 


The practical result of a low expense rate combined 
with a light mortality is shown by the bonuses hitherto 
declared, thus : — 


Rate of Abatement. 

Aftei first 
yeais. 

Present Rate. 

Policies of 1st Series (opened in 1835) 40% 

71% 

„ 2nd Series (opened in 1867) 43% 

r>6% 

„ 3rd Series (opened in 1879) 36%, 

41% 


For the Fourth Series (opened in 1895) a provision is 
made for reduction by 31 per cent, after five years 
duration, and the following figures relate to policies 
now being eflfected. 


Age next 
Birthday. 

Annual Premium for 
£100 Assuiance. 

Piob-able Abatement 
after 5 years (31 %). 

I3a lance payable 
(with prospect of 
giadual further 
reduction), 


£ 

s. 

d. 

£ 

s. 

d. 

£ 8. 

d. 

26 

2 

4 

0 

0 

13 

8 

1 10 

4 

30 

2 

9 

9 

0 

16 

6 

1 14 

4 

85 

2 

17 

6 

0 

17 

10 

1 19 

7 

40 

3 

6 

4 

1 

0 

7 

2 5 

9 

45 

3 

18 

11 

1 

4 

6 

2 14 

6 

60 

4 

12 

0 


8 

6 

3 3 

6 


N.B.— If desired, one-fourth of the premium during the first 
fire may be left on credit at four per cent, interest. 








Metropolitan Life Assurance Society. 


Future Prospects. 

Owing to the continuous fall in the rate of interest 
realisable on first-class investments, which affects the 
Society in common with all Life Offices, it is probable 
that the progress of the rate of abatement of premiums 
in future will not be quite so rapid as in the past; but 
the principle of strict economy of management and the 
general fidvantages of the mutual system must still 
enable th<‘ Society to show the same superiority of 
results in comparison with those of proprietary and 
commission paying offices. 

Basis of Valuation. 

The Liabilities of the Society are valued annually by 
the H'" Table with interest at per cent., and the 
Assurance Fund at present amounts to upwards of 
£2,000,000, while additional funds, now amounting 
to £55,000, are being gradually built up to provide 
against fluctuation in the value of securities and any 
further fall m the rate of interest. 

Special Security. 

The fact that the abatement of premium is declared 
for one year only is in itself an element of financial « 
strength ; because provision for future abatement is 
made as if the reduction were permanent, and the 
sum set aside on this account (now £940,024) forms an 
extra reserve for the security of the assured. 

General Advantages. 

Freedom from restriction as to foreign residence and 
travel. 

Surrender values allowed .after payment of the first 
year’s premium. 

Non-participating Policies granted at low rates. 

Loans made on Policies at 4 per cent, interest. 

Prompt Settlement of Claims. 

Chief Office : 13, Moorgate Street, London, B.Q. 



THE MUTUAL LIFE INSUEANCE 
COMPANY OP NEW YOEK. 


Constitution. 

The Company was founded in 1842, on the mutual 
principle, under which the whole of the ffccumulated 
Funds and Surplus are the property of^ the insured. 
The Policy-holders, by special charter and under the 
laws of the United States and of Great Britain, incur 
no liability. 

Security. 

The Company holds Funds amounting to upwards of 
£45,000,000, and the investments are scheduled in 
detail in the returns to the Insurance Departments of 
the United State.«, by whom the securities are examined 
and valued. In Great Britain the Company is under 
the Life Assurance Companies’ Acts, and makes annual 
and valuation returns to the Board of Trade. 

With accumulated Funds of £45,000,000, American 
State supervision, and compliance with the require- 
ments of the British Board of Trade, the Company 
offers the highest security obtainable from any financial 
institution. 

Fifty-three Years’ Record. 

The claims of the Mutual Life of New York to 
public confidence are founded upon a record un- 
paralleled in the history of Life Insurance, no less in 
regard to the magnitude of its transactions than to the 
substantial benefits conferred upon its Policy-holders. 
During the 53 years of its existence the Company 
has received from Policy-holders in Premiums, and 
by way of consideration for Annuities, the sum of 
£116,344,351 11s. lOd., has returned to them 

£84,658,004 13s. 4d., and on the Slst December, 
1895^ held for the benefit of its Policy-holders the sum 
o’f £45,276,563 10a 7d. Thus the amount paid to 
and held for Policy-holders exceeds the amount received 
by £13,590,216 1 28. Id., after paying all expenses. 

British Branch. 

All Policies issued by the Company in the United 



The Mutual Life Insurance Company of New York. 

Kingdom are subject to British law, and while the 
British Policy-holder has this protection, he at the 
same time fully participates in the ProKts derived 
from the Company's American business, on the same 
footing as American Policy-holders, The beating of 
this jtroyesion on 

Valuation and Distribution of Profits. 

This Company has its Liabilities and Assets valued 
every year, and a Distribution of Surplus made 
annually to each Policy-holder who is entitled to re- 
ceive his Bonus in that year. The times at which 
each Policy-holder leceives Bonuses are stated in his 
Policy. 

When a proposal is made for insurance, the proposer 
has the choice of having his Profits vest after 5, 10, 
15, or 20 years. Tins choice, when made, is the 
“ Distribution Period." At the end of the first distri- 
bution period the owner of a Policy, whether Whole- 
Life or Limited - Payment Life, has the following 
options : — 

First — Surrender the Policy and Bonuses for 
Cash. 

Second . — Take the Cash Value in the shape of a 
paid-up Participating Policy, payable at death, and 
draw annually an Annuity equal to per cent, 
upon such paid-up Policy, which will be increased 
by future Bonuses. This option is not given 
under fi-Year Distribution Policies. 

Third . — Surrender the Policy for a paid-up Policy, 
and draw the accumulated Bonuses in Cash. 

Fourth . — Surrender the Policy and Bonuses for 
an Annuity during the rest of life. 

Fifth . — Continue the Policy according to its 
terms, and draw Bonuses in Cash. 

Sixth . — Continue the Policy according to it| 
terms, the Bonuses remaining to increa^ the 
original amount insured (except under iS-Year 



The Mutual Life Insurance Company of New York. 


Distribution Policies, this is subject to two yeara’ 
previous notice or medical examination). 

Seventh . — Continue the Policy according to its 
terras, and use the Bonii.ses to purchase a Life 
Annuity. 

Policies Issued. 

The Company issues vaiious kinds of Policies, one or 
other of which will be found to meet every desirable 
requiiement that can be covered by Life Insuinnce. 

Income Life. 

These Policies provide insurance fur hde, hut give 
the option of terminating the transaction at the 
end of the distribution peiiod, so providing en- 
dowment assurance at a low whole life rate. 

Five per Cent. Debenture. 

This contract provides that, instead of the 
principal being paid to the Beneficiaiy at the 
death of the Insuied, it is held in trust by the 
Company which pays an income at the rate of 
five per cent, per annum to the Beneficiary for 
twenty years, at the expiiation of which time the 
Comjiany pays the whole of the principal. Should 
the Beneficiary die sooner than twenty years 
after the death of the Insured, the principal is 
paid to the estate of the former 

Endowment Assurance with Life Option. 

The amount of this Policy is paid to the Insured 
at the expiration of the selected Endowment 
period, or to his estate should the Insured die • 
before the expiration of that period. A Valuable 
Option has, however, been added to these con- 
ditions. The Company undertakes to hold the 
amount of the Policy and Bonuses from maturity 
till the death of the Insured, paying him an in- 
come for life at the rate of 4 per cent, per annum, 
and paying the principal to his estate at death. 



The Mutual Life Insurance Company of New York. 


Continuous Instalment. 

Under this Policy it is provided that the Sum 
Assured shall be jmd by 20 equal annual instal- 
nifnts, the first payment being made immediately 
after acceptance of proof of the death of the In- 
suretl. If the Beneficiary survive the Insured by 
more than 20 years, the instalments, which are at 
the rate of 5 })er cent, upon the sum assured, will 
be continued annually during the entire lifetime 
of the Beneficiary. 

This Policy provides a Life Income at Minimum 
Cost, creating from the outset a trust for the 
benefit of the Beneficiary which guarantees an 
absolutdy C(‘rtain income for the whole lifetime 
of the Beneficiary after the death of the Insured, 

General Observations. 

The Policies of the Mutual Life Insukance Company 
OF New York combine, in the most liberal and j)erfect 
form of contract, the following valuable features : — 

Remission of Income Tax. 

No Restriction as to Residence, Travel, or Occu- 
pation after two years. 

Profitable Investment. 

Privilege of canying Insurance only while it may 
be deemed necessary. 

Large Cash Return during Life. 

Payment of Claims immediately on acceptance of 
Proofs of Death and Title. 

Option of extending Insurance in case of inability 
to continue after Third Annual Payment. 

Head Office for i;he United Kingdom: 17 & 18, 
Comhill, London, E.O. 

General Manager, D. 0. Halueman.v 



NOBTH BEITISH AND MEB- 
CANTILE INSUBANCE COMPANY. 
Constitution. 

The Company was established as a Life Office in 
1823. It transacts both Fire and Life Insurance 
business, })ut the accumulated funds of eat;h depart- 
ment are by special Act of Parlismont ^ept entirely 
separate and distinct, the funds of the one flepartment 
not being available for the obligations of the other. 
The Life business, while thus cofiipletely separated 
from the Fife business as regards liability, shares with 
the Fire department many items of expense, and enjoys 
the full advantage of its widesj)read connection. 

The Valuation of Liabilities for the rive years ending 
31st December, 1895, proceeded upon the Institute 
of Actuaries’ H"‘ Table, the rate of interest assume<l 
for the future being 3 })er C(‘nt only. The rate of 
interest actually realised has, so far, exceeded 4 per cent. 

Explanation of the Bonus System. 

For each year’s premium received in a quinquen- 
nium a Bonus Addition is nuuJe to the sum assured, 
payable therewith, this addition being calculated upon 
the Compun,}i<l Plmi, that is to say, not only upon 
the original assurance but aho upon any previous 
Bonus attarhiny to the Polinj. 

At the Last Division of Profits 
The Bonus declared, calculated mi the oriyiual assu- 
rance alone, rangetl from £l 6s. per cent, per annum 
on new Policies to £2 13s. id. per cent, on the oldest. 

Policies for £100 amounted after the Declaration 
of Bonus for 1895 to the sums shown below, according 
to their respective dui-ations : 

lu force. Tolul Iiisiiiaiice. lii foitc. Total Iiibuniiice. 

.*) years ... 10 40 years ... £!<>(> U 10 

10 „ ... 114 4 ;{ 50 „ ... 187 18 0 

20 „ ... 130 18 3 60 „ ... 215 6 0 

30 ,, ... 147 16 0 

The oldest Policies have been more than Doubled in 
Amount by the addition of Bonuses. 

Intermediate Bonus. 

The Company allows a prospective or Interme- 
diate Bonus at the rate of per cent, per annum 

46 



North British and Mercantile Insurance Company. 

to all participating Policies which become payable 
between dates of division: thus the Assured partici- 
pate in effect in an Annual Division of Surplus. 

General Privileges and Facilities. 

The practiceof thisold-establislied Company has been 
amended from time to time, to meet, in a liberal degree, 
the viefv's and requirements of moflern days ; and by the 
arrangements now instituted, the assurance afforded is 
rendered as liberal^ si^mre, and simple as it can well be. 

Payment of Claims—Death Duties. 

Claims are payable, age being admitted, immediately 
on proof of death and title. 

The Company is prepared to add, if desired, a clause, 
both to new and existing (unencumbered) policies, 
making the sum assured, or part thereof, at once avail- 
able for me('ting Duties payable before Qv&ni of Probate 
or Administration. 

Surrender of Policies. 

For surrender of Whole -Life policies at uniform 
premiums after payment of three years’ premiums, and 
of Limited -Payment Life and of Endowment -Assur- 
ance policies after payment of two years’ premiums, the 
office will allow a cash value, the minimum amount of 
which, including the value of any bonus, is 40 ])er 
cent, of the premiums received, exclusive of any extra ° 
premium and that received for the first year. 

Foreign Residence and Travel. 

Policies become free of all restrictions in these 
respects after .*5 years, and are free from the outset if 
the assured, having attained the age of 25, satisfies 
the Directors that he has no intention of proceeding 
beyond the usual limits. 

Naval and Military Officers. 

By a simple and inexpensive system, every risk of 
war or climate to which Officers may be exposed can 
Ixj provided for. 

Loans upon Policies. 

Loans are granted upon security of the surrender 
values of Policies; and if the title is simple, these 
loans are carried out very expeditiously, and (as a 
rule) without legul expenses. 





North British and Mercantile Insurance Company. 

Undep-Averagre Lives. 

The Directors are prepared to i-eceive proposals in such 
cases, and to treat tliem on their merits, by making an 
addition to the ordinary Preiniiiin, or by accepting the 
ordinary Premium and making a deduction from the sum 
assured should the usual expectation of life noffbe realised. 

The Various Systems of Assurance. 

The Company has a number of different Tables, 
designed to meet various wishes and circumstances. 

The Prospectus contains rates for — 

Whole-Life Assurance, payable at death. 

By Premiums uniform throughout Life. 

By Premiums very low for the first five yeai'S. 

By Premiums ceasing aftei' an agreed number of 
payments — Non -forfeitable Policies. 
Endowment Assurance, payable at fixed date, or 
at Death, if previous — Non-forfeitable Policies. 
Family Settlement Policies, by which the pro 
ceeds of Insurance on a Husband may remain 
in the hands of the Company during the life of 
his Widow at 5 per cent, interest. 

Survivorship Assurances, payable if one Life pre- 
decease another. 

Assurance on Two Lives, payable at first death. 
Children’s Endowments. 

Assurance for Short Terms only. 

Provident Insurances on Children. — A new system 
by which children may, on reaching manhood, 
have the benefit of assurance at an exceptionally 
low rate of premium, and irrespective of the 
state of health at that time. 

Annuities. 

The Company’s New Annuity business exceeds that 
of any Company in the world. It grants on favourable 
terms, accompanied by exceptionally good security, 
Immediate Annuities on one or more lives, 
Survivorship Annuities, 

Deferred Annuities or Pensions, 

Annuities certain for fixed periods, not depending 
on life. 

. ( London: 61, Threadneedle Street. jB.O. 

Chief Offices u4jnburgh; 04, Priaoei Street 
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NOBWICH UNION- 
LIFE INSUEANOE SOCIETY. 

Constitution. 

The Society was established on the Mutual principle in 
the y^ar 1808, and lias thus existed for 88 years, while 
in 1866, it took over the business of tlie old Amicable 
Society, founded by Royal Charter in the reign of 
Queen Anne, and the united societies thus constitute 
the Oldest Life OfSce in the World. 

Financial Strength. 

The combination of security offeied by the Society is 
believed to be unsurpassed by any other Life Olhce. 
Its Reserves have been strengthened at each successive 
Investigation, and now exceed the amount reijuired by 
a strictly net premium Valuation on the Institute of 
Actuaries’ Table, reckoning 3 per cent, interest only. 

Bonuses. 

The entire Profits of the business, including the large 
Non- participating and Annuity Dejiartments, belong to 
the Members, there being no shaieholders to absorb any 
poHion of these. As a result of this advantageous ar- 
rangement, Bonuses amounting to upwards of X3, 000,000 
have already been declared. 

New Business (1895) ... i>l,502,440. 

Annual Income (1895) ... X435,236. 

Invested Funds exceed ... £3,000,000. 

Claims paid over £20,000,000. 

Prospectuses, Reports, and full information as to 
Society’s New Schemes of Insumnce, including Old- 
Age Pension Scheme, will be sent on application. 

Head Office: Norwich. 

London Offices: 50, Fleet Street, B.C., 10, King 
William Street, E.C., 195, Piccadilly, and 1, 
■Victoria Street, Westminster. 



BOOK LIFE ASSUBANCE COMPANY. 


Constitution. 

The Rock Life Assurance Company was established 
in 1806, with a nominal capital of ^1,000,000, of 
which £100,000 was paid up. The Company have 
now an Accumulated Reserve of £1,000^000 in ad- 
dition to Assurance Funds. 

Wealth. 

Accumulated Funds £.3,038,064 

Paid in Claims upwarfls ... ... £11,300,000 

Profits divided among Policy-holders ... £4,140,600 

Stability. 

Fstablislied in 1806, and has therefore transacted 
business for nearly a century. 

Security. 

At the last valuation made as at 31st December, 1895, 
under the Life A.ssurance Com})anies Act, 1870, the 
Liabilities under the Assurance and Annuity Contracts 
of the Company amounted to £1,719,384. The Life 
Fund for providing the same £2,036,978 68. 9d. In ad- 
dition to which there is the Subscription Capital Stock 
of the Company, amounting to £1,001,086, making 
the Total Funds of the Company £3,038,064 4s. 7d., 
and an uncalled capital of £450,000. 

Valuation of Liabilities. 

The Table of Mortality u.sed in the valuation is the 
Institute of Actuaries’ Healthy Male Tables for the 
Assurances, and The Government Annuity Tables 
(Finlaison), 1882, for the Annuities. 

The rate of Interest assumed is 3 per cent, for Policies 
With Profits, and 3| per cent, for Policies Without 
Profits, and per cent, for Annuities. 

Net premiums only were valued in respect of ail 
policies except the ordinaiy Whole-Life With Profits, 
of which 20 per cent, of the gi’oss premium and all 



Book Life Assurance Company. 

extra premiums were reserved in addition to tlie 
exclusion of negative values. 

Bonus System. 

Th^ system of Profit peculiar to the Rook Lipk is 
that large Bonuses are reserved for those Policy- 
holdeifS who survive and cause a Profit — a smaller 
share being given to those by whose earlier death 
there is loss to the Common Fund. Thus the best 
lives secure the largest Profits. 

Interim bonuses are also granted if death occurs 
between one division and another; and an Act of 
Parliament has been recently obtained with the view 
of ultimately granting to the Policy-holders a still 
larger share of the Profits of the Company. 


EXAMPLES 

OF THE 

PAST PROFITS. 1 

1 THESE EXAMPLES ARE INSTANCES OF CLAIMS PAID. | 

1 

2 

3 

4 

5 

6 

No. of 

Age at 

Sum 

Bonus 

lotal Amount 

Total Picmiums 

Policy 

Entrv 

\ssurod 

Additions 

of Policy 

Paid. 



£ 

£ 8. d. 

£ 8. d. 

£ 8. d. 

2,378 

12 

250 

63(5 ‘1 2 

886 9 2 

329 0 0 

4,598 

19 

.500 

848 18 4 

1,348 18 4 

629 6 8 a 

4,542 

24 

3,500 

5.942 8 4 

9,442 8 4 

4,861 7 1 

6,483 

31 

2,000 

2,911 13 4 

4,911 13 4 

3,002 1 8 

THESE EXAMPLES ARE TAKEN FROM POLICIES AOTDALLT IN 

EXISTENCE AT THE LAST DIVISION OF PROmS. 



£ 

£ 8. d. 

£ 8. d. 

£ 8. d. 

5,7(57 

16 

500 

944 8 4 

1,444 8 4 

654 10 0 

4,488 

17 

2,000 

4,755 13 4 

(5,755 13 4 
3,022 16 8 

2,968 13 4 

5,494 

18 

1,000 

2,022 16 8 

1,416 13 4 

6,031 

24 

200 

364 7 4 

564 7 4 

306 0 10 


Progress. 

The following statement of the new business for the 
past seven years, compared witk the new business 
during the previous septennial periods, will aSbrd the 
best evidence of the st^y progress being made. 





Bock Life Asauranoe Company. 

Sum Assured. New Premiums. 
^ £ s. d. 

TotallSSy to 1895 inclusive . 2,700,677 96,568 16 2 

Total 1H82 to 1888 inclusive ... 1,801,766 64,728 3 2 

Total 1875 to 1881 inclusive ... 1,432,929 48,341 16 9 

Naval and Jlilitary Services. 

Special facilities are offered by the Ro»k Life to 
Officers of the Army and Navy by which the con- 
tingencies of Foreign Residence and Actual Warfare 
may be covered by the ordinary rate of Premium 
upon Life Assurance without extra cliarges under 
certain Tables. 

Rock Investment Policies. 

By which may be accumulated small or large sums 
without any risk of losing the money, and the certainty 
of receiving back a sure and profitable return. 

The Payments of Premiums can be arranged either 
as Single Payments, or Limited to a fixed number. 
Every Premium after the first, second, or third (ac- 
cording to Table adopted), secures a fixed and definite 
Benefit, so that the pAYMEN'rs may then be mscoN- 
TINUED AT ANY TIME WITHOUT FOKFEITUKE. 

The Surrender Value of any of the benefits then 
granted may at any time be Drawn in Cash, subject 
to proof of Title. 

The Capital Sum may be made payable at any fixed 
age or period, or by way of annuity or pension, or at 
death, the various options being regulated simply by 
the number of premiums required or Table selected. 

Low Premium rates for Without Profit Policies. 

Trust Fund Investment Policies. 

Leasehold Sinking Fund Policies. 

Pensions— Endowments— Investment Policies. 

Policies made World Wide and Indisputable. 


Apply for the Full Prospectui at the 

Ohief OSELoe : 15, New Bridge Street, London, £.0. 

Geobqb S. Cbisfobd, Actuary, 

n 



THE EOYAIi EXCHANGE 
ASSUEANCE COEPOEATION. 


Constitution. — The Royal Exchange Assurance was 
incorporated by Royal Charter in a.d. 1720. There 
is no older separate Life Company in existence. 

Tlie history of the Corporation is therefore coinci- 
dent A^^ith the growth of Life Assurance in Great 
Britain. The Royal Exchange is, moreover, widely 
known for — 

(a) The liberal treatment of its policy-holders ; 

(h) The freedom of its contracts from annoying restric- 
tions ; 

(r) The remunerative character of the benefits granted. 

Progressive Condition. — The great development in new 
business which has taken place in recent years is 
evidence that the Corporation fully maintains its 
position in the front rank of Assurance Companies, 
and is, therefore, deservedly supported by the insuring 
public. 

Unimpeachable Security. — When an intending assurer 

fully realises that his contract may continue over a 
long period of years, he will at once recognise that the 
stability of the Assuring Company outweighs all other 
considerations. 

The Total Funds of the Royal Exchange exceed Four 
Million Pounds Sterling, which provide an absolute 
and unquestionable guarantee for the due fulfilment of 
the contracts of the Corporation. 

Large Bonuses granted to Profit Policies.— Every 
five years a valuation is made of the liabilities of the 
Corporation, an exceptionally stringent standard being 
employed for this purpose, viz. the Combined Institute 
Mortality Tables with 3 per cent, interest, 
u 



The Boyal Exchange Assurance Corporation. 

The resulting surplus is then divided, large bonuses 
being allotted to those policies effected on the Partici- 
pating System. 

Many policies are at present in force on which the 
premiums have been entirely extinguished by bonus, 
and reversionary additions are made at eacjli successive 
distribution of profits. At the last division of surplus 
(in 1895) the reversionary bonuses varied from .£1 10s. 
per annum up to £Ji 16s, per annum per j£100 assured, 
according to the duration of the policy. 

IntePim Bonuses are allotted to policies which have been 
five years in force, upon their becoming claims. 

Premiums. — These will be found to be very moderate. 
Rates for half and quarter ages are accepted, and they 
may be paid by half-yearly or quarterly instalments. 

Policy Conditions. — The contracts of the Royal 
Kx('IIANGE are extremely simple, the conditions having 
been revised to meet all legitimate modern requirement.s. 
They embrace the following privileges ; — 

(1) Extended Free Limits of Foreign Residence. 

(2) Indisputable Whole-World Policies. 

(3) Protection of Policies against Accidental Forfeiture. 

(4) Non-forfeitable Regulations. 

(5) Guaranteed Minimum Surrender Values. 

(6) Immediate Payment of Claims 

Various Mod«8 of Assurance.— in addition to the 
ordinary Whole-life and Endowment Assurances the 
following Special Benefits are granted by the Cor- 
poration I — 

Settlement Whole-Life Assurance, which guarantees an 
income of 5 per cent, to the Widow (without the 



The Boyal Bxohangre Assurance Corporation. 

necessity of appointing Trustees), the Sum Assured 
forming an ultimate provision for Children. 

Cost Price Table. — For the convenience of those desiring 
to pf},y only a small premium without sacrificing the 
advantages of the bonus system, the Directors are 
prepared to allow a portion of the Ordinary Whole- 
Life Premium to remain unpaid, such portion forming 
a charge on the policy at 4 per cent, per annum com- 
pound interest. 

Lucrative Investment Table. — A special contract is now 
granted by the Directors to those desiring a profitable 
return upon Sums invested. 

Instalment Policies are now a feature of the Corporation. 
In lieu of providing a Gmh Sum at his death, for the 
benefit of the family, and thereby risking its total loss 
from bad investment, the Assured may obtain the 
valuable privilege of requiring the Policy-moneys to be 
paid in ImtcdinentSy extending over a term of years 
fixed by himself, at any time during the currency of 
the Policy. 

Lo&nS on Life Policies, Life Interests and Reversions may 
be arranged with despatch and upon very liberal 
terms. 

Pensions for Old Age on favourable terms ; also 
Annuities of almost every description. 

Annuities of all descriptions are granted by the Corpora- 
tioni special terms being quoted for Impaired Lives. 

fecial Contraoti are grmted to suit my individual cate. 


Ohief Office: The Boyal Exchange, Xiondon, 



SCOTTISH METEOPOLITAN LIFE 
ASSUBANCE COMPANY. 
Constitution. 

The Company, which was established in 1876, can ies 
on all the branches of Life and Accident Assurance, 
besides undertaking such other business is author- 
ised by the Articles of Association. 

Security. 

The Paid-up Capital of the Com])aiiy ’amounts to 
X28,500, while there is an Uncalled Capital of <£66,500. 
Over and above these two items there is the Life Assur- 
ance Fund, which at ^llst December, 1895, amounted 
to over £271,843 (in itself alone being more than 
sufficient to meet all the Life Liabilities) ; and the 
Accident and General Fund, which at the same date 
amounted to £4,013, making a total of about £370,900. 
Policies 

are issued under the most favourable conditions, and 
with occasional exceptions ai*o from the first unfettered 
by any restrictions, being World-wide, Unconditional, 
and Indisputable. No Policy which has a Surrender 
Value is forfeitable by reason of failure to pay a 
Premium, the Guaranteed Value being applied to keep 
the assurance in force until exhausted, during which 
period the assured may either commence repayment of 
the premiums, or obtain the Balance of the Surrender 
Value due to him. 

Premiums. 

The rates for ordinary assurances are fully 20 percent, 
under those charged by most other offices. 

Bonuses. 

Profits are distributed solely among those under whose 
policies there be no risk to the Company, thus 
securing that the best lives receive the greatest benefits. 
At the same time, owing to the low rates charged, it is 
obvious that a substantial bonus is at once obtained, a 
Policy from £1,200 to £1,250 being secured for the 
same premium which in most other offices would 
assure £1,000 only. 

Death, Disease and Disablement Policies, including under 
certain conditions an Annuity for Life, are made a 
special fe ature of in this Company. 

: 25, St. Andrew Square. E^buradi< 

: 8, King Street, Obeapeide, 1,0. 


^[ead Office 
Iiondon 



THE SCOTTISH PROVIDENT. 


Constitution. 

The Scottish Pi evident, instituted m 1837, is a Mutual 
80010 * 07 , and it combines the benehts of paiticipation 
m Whole Surplus with Moderate Premiums 

The Policy holdei s are spt cially exempt fiom personal 
liability 


The Aim of the Founders 

was to give effect to the suggestions of enlarged ex 
perience — m particular, to give to the assured the 
advantage of tlie low non partiupating Premiums, 
hitherto cliHiged only by a hw of tlu pioprietary 
companies, without any viciihcc of the right to par 
ticipate 111 the feuiplus 

The Premiums 

thus fixed aie 011 so modeiate a scale, that at early 
and middle ages the yearly sum generally chaiged in the 
older Mutual Ofhees for 1 1,000 (with piofits) will here ^ 
secure fiom the first as much as £1,200 01 £1,250 
The £200 01 £250 is cleaily an immediate (and certain) 
Bonus, as large as can be looked for in good Otfaces 
only after many years 

Comparison of Premiums. 

The following Table shows the ate'iwje of piemiums 
charged by existing Life (hhces, foi Assuiaiices pay 
able at death, with and without prohts With these 
are contrasted the Piemiums (on Whole Lite and 21 
Payments’ Scales) of the Scottish Provident, under its 
distinctive system, which secuies the Benefits of Low 
Premiums and Eventual Participation in the Whole 
Surplus The figures ai-e taken from the Tables in 
Bourne’s Directory for 1895. 



The Scottish Provident. 



Age at Kntbv. 


Systems : 


_ 




30 ^ a5 

40 

45 

50 

Average of Offices - 

B .s. d. £ s. d. 

£ .s. (1. 

£ «. d. 

£ s. d. 

With Bonus— Life Scale 

2 8 11 1 2 1.J 10 

3 4 9 

3 16 « 

! 4 11 2 

WithovU Bonus— Life Scale 

2 2 112 8 4 

2 16 4 

3 6 10 

4 0 11 

Scottish Provident system — 

1 


> 


With Bonus— Life Scale 

2 1 6 2 6 10 

2 It 9 

3 .5 9 

4 1 7 

With Bonus— 21 Payments 

2 15 4 3 0 2 

3 7 5 

3 17 6 1 

J 12 1 


It will be seen that the rates of the Scottish Provident, 
on the whole-of-life scale, are at most ages actually 
lower than the average rates of other Otiicc's for Assur- 
ances without right of participation in Surplus. 

The System is specially suitable 

for Assurances required for Family Provisions, Pur- 
poses of Marriage Settlements, Partnership and other 
Business Arrangements, payment of the heavy Estate 
Duties recently imj)osed, and for all cases where it is 
important that the Premium he Moderate, and yet the 
Right to Participate in the Whole iSurplus he secured. 

The Whole Surplus 

goes to the Policy-holders, and is reserved exclusively 
for tliose Members (more than half of those who enter) 
who survive the period at which their Pr’emiums, with 
compound interest at 4 per cent., amount to the original 
assurances. The Surjdus is divided 8e])teniiia]ly, but 
at each investigation contingent shares are also set 
apart, in advance, for tho.se Policies which will become 
entitled to partici})ate Ijefore another division, these 
shares vestiny on the completion of the accumulation. 

Subsequent Bonuses. 

After a Jird ailditioii has vested, a Policy is entitled 
to a further {inter mediate) share for each complete 
year in force since the date of the preceding division. 
The system thus gi^es-the advantage of an Annual 
Addition on the safe average of a seven years’ ex- 
perience — the arrangement specially commended by 
Professor de Morgan. 

" Q 2 5J 





The Scottish Provident. 


The Surplus at Last Valuation (1894) 

wa5 £1,423,018 More than One Half of the Members 
who died during the last Septennial period were 
entitled to Bonuses which, notwithstanding that the 
premiums do not as a rule exceed the non profit lates 
of otifei Ofiites, were on the average equal to an 
addition of about 50 per cent to the policies which 
paiticipated 


Endowment Assurances. 

While the leading feature of the Institution s business 
continues to be Life Assuiance (in the stiict sense of 
tlie term), as the liest and cheapest me ins of securing 
a piovision foi a family or dependents in case of death. 
Tables have been picpared to meet tlie views of those 
who, having legard to ciicumstances, may desire to 
combine with an immediate assurance a Provision (or 
Endowment) for themselves in more advanced life 


Policy Conditions. 

The aiiangements as to — 

Surrender, 

Non forfeiture. 

Free Residence, 

Loans on Policies (within their value), and 
Immediate Payment of Claims, 

as on all other points of practice, aie conceived 
entirely in the interests of the members, there being in 
a Mutual Society no opposing interests 

The Accumulated Funds exceed £9,500,000 Sterling. 


Head Office— 6, St, Andrew Square, Hdinbui^h. 
London Offioe-17> King William Street^ EC. 



SCOTTISH UNION AND NATIONAL 
INSUEANCE COMPANY. 


Foundation. 

The Scottish Union and National dates from 1824, 
and now holds Total Funds of £4,473,3^38, Tho 
paid-up (^apital is Six Millions sterling. 

Early Bonus Scheme (E.B.). 

The following among other special advantages apply to 
ordinary Policies issued under this ftchejue. Besides 
being payable immediately on proof of death and title, 
they are, at the end of Three years from their date, 

Entitled to rank for Bonus Additions ; 
Indisputable on the ground of Errors or Omissions ; 
World-Wide without Extra Charge ; and 
Liable only to Reduction in Amount on Non-payment of the 
Premiums. 

At the Division of Profits for the Five years ending 
31st December, 1894, ordinary Idfe policies under this 
Scheme received a Bonus Addition of £1 10s. percent, 
for each year in respect of which they were entitled to 
rank. 

Special Bonus Scheme (D.B.). 

Under this Scheme Profit Policies are issued at rates 
which do not exceed, and in many cases fall short of, 
the Non-Profit Rates of other Offices. 

They share in the Profits when tho Premiums received, 
accumulated at 4 per cent, compound interest, amount 
to the Sum Assured. 

Policies Issued at these very economical Rates practi- 
cally receive a large bonus at the outset. 

At age 30, £1,200 with right to Profits can be insured 
for the same Premium as would be charged for £1,000 
under the usual Profit Schemes of most Offices. 


Iiondon— 3, King William Street, E.C. 

Glasgow— 150, West Gteorge Street. 

Head Offloe-35, St. Andrew Square, Edinburgh. 



STAB LIFE ASSUBANCE SOCIETY. 


Constitution. 

Tiiis^ Society was founded in the year 1843. It is 
^ovei’j ed l)y its Deed of Settlement, and its powers 
liave from time to time lieeii enlarged by Acts of 
Parliament to meet the advancing needs of the age. 
It was originally constituted on properly ascertained 
actuarial bases, and the Directors, in the conduct of 
its business, have never departed fi’om these principles. 

The Security 

offered to policy-holders for the performance of the 
contracts entensl into by the Society is undoubted. 
It consists, first of all, of a fully subscribed capital 
of <£100,000, and in addition thereto an Accumulated 
Fund, amounting at the present time to the sum of 
over Three Millions and Three quarters. 

Investments. 

This amount is, in accordance with the Deed of Settle- 
ment, invested in fir.st-class securities, in the names of 
Trustees for the benefit of the policy-holders. Details of 
these investments are given with each Annual Report. 
The Directors have no power to invest in any but 
first-class “ Trust ” Securities. 

Valuation. 

The amount of profit made is ascerUined every five 
years by a careful investigation of the Society’s affairs, 
and the result is vouched for as accurate by an inde- 
pendent Actuary of the highest standing. The total 
amount declared at ten divisions of Profit was 
£ 1 , 977 , 939 . 



star Life Assurance Society. 

No Extra Premiums 

are charged for females, except under special cir- 
cumstances, nor for healthy lives jmrsuinsj usual 
occup itions 

Various Systems of Assurance. 

The Society issues Polu’cs foi the i(hoJe of Life or 
with the amount assined payable diinn^' the life- 
time of the assiiiei, ind ill othei kinds except 
Tontmi' A ssii lances 

Assurance Fund 
Annual Income 
Claims Paid 
Bonuses Apportioned 

J)ire( t(m 

r//mrwa;i-WTLLTAM MrAVPdTHN Esq PL 

1), pvt II niatrm(ni—Mm\ \ AN NTH, Fso 

Lieut -Col A M Authi K. (Itoiim LmoErr, Fsq 

W W NTs, EmI , P L Al FXAVDtU ’\r( -VuTHl R, Esq, 

Sn fTEoufrP Ha^ rm Cut uh PL 

Id^hl Hoii Nil IpNHi iowrm I ow ari» Srici R, Esij 
(4 C S 1 , A1 1’ Ht\ Pi ,1 A SeiiiMonN 

T Mokoan Harvf>, Esq Hh Ilonom .liulge WAiiD’i, 

Isaac Ho M F, Esq QC 

Eveiy information may lie obtained at the Head Office, 
or from any of the Biancli Manageis in most of the large 
towns. 

Henry Gamble Hobson, Actuary and Secretary. 


£3,800,000 
£604 000 
C4,570 000 
£1 977,939 


Head Office: 32, Moorgate Street, London, E.O. 



SUN LIFE ASSUEANCE COMFANT 
OF CANADA. 


History of the Company. 

The Company was incorporated by special Act of the 
Parlij^ment of tlie Dominion of Canada, in the year 1 865, 
as the Sun Life Assurance Company of Montreal, and 
in 1871 ^fhe title was changed to the Sun Life Assurance 
Company of Canada, One of the best tests which can 
be applied to any Company is the amount of business 
which it does at home where it, its officers, and its 
methods are well known. The extent to which the Sun 
Life of Canada possesses the confidence of the public, is 
shown by the fact that for several years the new assur- 
ances effected with it have exceeded, both in number 
and amount, those secured by any other Life Office in 
the Dominion, and have been equalled by but very few 
British Offices. The causes which have contributed to 
this success have been nuiqerous. The Company’s in- 
fluential connections, its prudent management, and the 
great care exercised in the selection of lives, have all 
been important factors. It has also had a great advan- 
tage in the fact that its Head Office is in the Metro- 
politan City of Canada, where securities of undoubted 
quality and yielding a high rate of interest can be 
readily obtained. But of greater consequence, pro- 
bably, than anything else was the adoption at an early 
stage in its history of an unconditional form of policy. 

Investments. 

The assets of the Company have been invested care- 
fully and well No investment can be made except 
with the unanimous consent of the Board of Directors. 
Apart from the Company’s Head Office building and 
its loans upon its own policies, within their surrender 
values, the securities consist almost entirely of muni- 
cipal bonds and mortgages on real estate valued at 
two and a half times the amount of the loans. The 
balance due under each mortgage is checked by the 
auditors, who communicate directly with the borrowers. 
This simple and excellent system originated, we believe, 
in Canada at least, with this Company. 



Sun Life Assurance Company of Canada. 

Security. 

Policy-holders have an additional security in the fact 
that the affairs of the Company are investigated very 
carefully each year by the Superintendent of Insurance 
for the Dominion of Canada. The Superintendent and 
his assistants are permanent Covernmeut oilicials acting 
under tlie instructions of the Minister of Finance, 
Elaborate returns have to be furnished to them, and 
the Company’s books and securities are at all times 
accessible to their inspection The supervision is by 
no means a matter of form, but is conducted in a most 
thorough manner. Unlike most of the Insurance 
Commissioners in the United States, the Canadian 
Superintendent of Insurance is a man selected specially 
on account of his fitness for the position, and is entirely 
independent of politics or party influences. His cer- 
tificate is thus of the highest value. 

British Branch. 

The Sun Life of Canada has comj)lied with the terms 
of the British Assurance Acts of 1870 and 1872, and 
with the requirements of the Board of Trade. The 
policies issued by it in Great Britain are by their 
terms payable in sterling at its Office in London. If 
any dispute should arise regarding any policy or trans- 
action, the matter will be settled by the British Courts, 
and their decision will be final and binding on the 
Company. The Sun Life of Canada thus offers all the 
privileges of a local Company, together with the special 
advantages which arise from the fact that its Head 
Office is situated in a portion of the British Empire 
where much higher rates of interest prevail than can 
be obtained in the old land. 

Profits. 

Policy-holders receive 93^ per cent, of the total surplus 
earned by the Company, and the shareholders tbp 
remaining 6^ per cent. By this system, the holders of 
participating policies receive 93J per cent., not onl^ oi 
the profits of their own class, but also of those eamed| 

k 88 



Suii Life Assurance Company of Canada.^ 

by the non-participating j)oHcies. They thus receive 
the protection of a large capital for a merely nominal 
sum. On ordinary policies, profits are divided every 
five years, counting in each case from the date of the 
policy^ The method adopted is eminently fair to all 
parties, and is a modification of what is known as the 
Contribution Plan.” 

On Reserve Dividend Policies 

tlie surplu.s, instead of being distri})uted every fivT 
years, is accumulated during the Reserve Dividend 
period, and the accumulation thus arising is di.stributed 
amongst those who have .survived that term and have 
kept their policies in force. This form of ])o]icv is 
.specially advantageous to good live.s. 

Policy Conditions. 

Policies are indiKjmtahh after two years. They are also 
nnconditional except in certain cases ns to residence 
and occupation. Policies are protected against ac- 
toental forfeiture. Tjoans are granted on policies 
withyi their surrender value. 

Plans of Assurance. 

In addition to the ordinary plans of Whole-Life and 
Endowment Assurance, the Company i.ssues Coupon 
Life and Coupon Endowment Policies, Serai- Endow- 
ment Policies, i) per cent. Debenture Policies, etc. etc. 

Annuities. 

The remunerative rate of intere.st obtained by the 
f/ompany on its Invested Funds enables it to grant 
Annuities on advantageous terms. 

The Company opened its business in Great Britain 
in 1893. 


Chief Office for the United Kingdom ; 42, Poultry, 
London, U.C. 

Branch Offices at Manciiester, Bradford, Newoastle- 
on-Tyne, Edinburgh, Glasgow, Aberdeen, and 
B^t. 



THE 


I7NITBD KENT LIFE ASSUEANCE 
AND ANNUITY INSTITUTION 
OE COMPANY, LIMITED. 

Constitution. 

The ( Wp.iny wis ostihlishod in 1S21- for tlie trans- 
action of Life vVssni.intc an<l Annuity Iniisiness only, 
occupying' as ofJitos a part of the saint* building as the 
old Kent Kim* Insiii into C’oinp.inv, foiined in 1802. 

Security. 

The st'tuiity of an Olhce lepiesented b^ the relation 

which its Funds bear to the aggregate liability 

of its Conti K ts is of paiainoiint concern to its Policy 
liohhis 'J’lie Funds of the Cnited Kent represent 
the iinusnalH lngh latio of nearly 60 per COUt. of 
the whole of its sums assured and bontlses, 
or 18 years’ premiums in hand, and the Office 

IS at knowledged to stand in the fiont rank of the 
Assuiancf Companies of the woild 

Profit. 

TJie United Kent has been noted for the magnitude of 
its bonuses frequent instances of donblingthe original 
amounts of assurances under its policies have arisen, 
and in some cases Policy-holders have received treble 
the amounts of their policies, the principle being to 
compensate those of the Policy-holders who live tej 
pay the greater number of premiums by allotting 
to them an increasing proportion of bonus at 
each successive distribution, instead of a stationary or 
I’educing one. 

An illustration of the value as an Investment of a 
Policy in the United Kent is given below .‘^Ori^nal 
» 



Tlid' ttnited Kent LiH Assar&nce and Annuity 
Institution or Qompany, Limited. 

Sum Assured, £5,000. Annual Premium, £121 5s. 
Age at entry 29. Policy issued in 1852. Expectation 
of life, 35 ye irs 

The amount standing to the credit if the Assured’s 
Policy \bry largely exceeds his payments during his 
expected lifetime, notwithstanding that Compound 
Interest be added thereto at the rate of 3^ per Cent. 
£ 1 2 1 5s. per annum, securing an immediate provision of 
a minimufln sum of £5,000, inci easing at an accelerated 
rate every five years until the splendid result of £8,328 
is attained, J*oh<y shll contmiwuj to Ip phgihle foi 
further similar additiom during the v^hole course of its 
ajter existence. 



j Proiniuin'^ paid by 

Am..unt Total c»h recfivcl 

to credit of from the Aseurod 

A»urrf. Policy hythcMcc Srt'.foL'j^utd 

' 1 Interest 

— 

£ 

1 

£ 

End 6th Yeai 

.6,101 

606 

673 

„ 10th „ 

6,411 

1,213 

1,472 

„ 1 6th „ 

6,720 

1,819 

2,421 

„ 20th „ 


2,425 

3,649 

„ 25th „ 

0,979 


4,888 

„ -30th „ 


3,638 

6,478 

^ „ .36fh ,, 

8,328 1 

4,244 

8,367 

&c. &c 

&c 1 

&c 

&c 


Policies are indisputable 

and conditions liberal, and provided the Policy-holder 
is not -in the regular Military or Naval Service, or of 
seafaring occujiation, become automatically whole world 
after five years. In nioeiH||pii,i^ Policies can be made 
whole-world from coipmenoement^ 

[inder^averagre Lives. 

''lAii extra rate of bonus is given oorrespondfog to the 




The United Kent^^Dife AaBuranoe and AnntSty 
Institution or Cojqapany, Limited. " 

increased age representefl by the premium paid by tl>e 
Policy-holder. 

Military and Naval Officers. 

A comprehensive scheme foi covei ingall nibks, obviating 
the necessity for notifying the OlUce previously to going 
abroad. No extia piemiuni aftei retirement, and full 
bonuses as if living at home. 

Iioans on Policies 

granted with despatch to tlu' extefit of their sui render 
values, without law costs, wlnui the Policies IstVo- not 
been dealt with, and geiicially at .i small fee only 
when otherwise. 

Death Duties. 

Special ariangernents made foi payment in whole or-in 
part direct to the Commissioners of Inland R&Vetiue. 

Dates for Renewal 

are usually one or othei of the four common Quarter- 
days, viz. : — Lady-day, Midsummer, Michaelmas, and 
Christmas, and thirty days of grace are allowed. This 
system has an obvious advantage, as the date^^pf pay- 
ment is always known to the Policy-holder, and the 
inconvenience and risk of allowing a policy to lapse bv 
non-payment through inadv<ftrtence are avoided. 

Claims paid immediately 

on prPof of death, title, and age. 

(N.B. — The Dii’eqtoi||*]fecomniend the latter to be 
proved on effecting the policy, if possible). 


Head't^fflce : Maidatone. 

London Office: 124, Cannon Street, £I.Ck 



Prinibd By 

CASSbir k Company, Limiied, La Belle Sauvage, 
London, B C 
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